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INTRODUCTION 
The world's peoples want increased amounts of goods and 
services. The ability of an economy to provide these in­
creases is considered to be evidence of that economy's econom­
ic development. Food is one of the most basic necessities 
of human life. Some countries have not yet adequately pro­
vided for this essential good. Neo-Malthusians are casting 
doubt as to man's ability, over time, of producing enough 
food for mankind (249). From the basic sciences comes re­
assurance that enough food for the world's population could 
be grown upon our globe, as this quotation from a soil sci­
entist indicates : 
Whether the people of the world should have 
enough food or whether they will have enough food are 
not scientific questions. What soil science says is 
that if they want it, and if they are willing and 
able to develop the necessary social institutions, 
they may have it (193, P» 262). 
Since over 60 per cent of the world's population live on 
the land, the institutions of man-land relationships (also 
termed agrarian structures in this paper) are of particular im­
portance. They may hamper (through certain defects) or ac­
celerate (through favorable elements) the achievement of 
adequate economic development, not only for providing of suf­
ficient food, but also for satisfying material and cultural 
wants beyond the basic necessities of merely sustaining life. 
2 
Economic Development 
Current popular demand 
The desire to accelerate economic growth now appears to 
be almost universal. Some observers believe that it is im­
possible to obstruct the popular demand for economic growth 
because the material aspirations of peoples are growing faster 
than birth rates (208, p. 434). The low levels of economic 
activity which exist in many nations (and which have existed 
for centuries in some of them) are suddenly being compared 
with the higher levels of living in the more wealthy nations. 
National and international leaders are concerned at some of 
the low levels of economic life. 
When per capita incomes are compared (some of the in­
justices and inadequacies of such a comparison we will examine 
in Chapter 3) more than 1.7 billion persons or more than two 
thirds of the world's population live on -per capita incomes 
of less than $100 per person (U.S. 1938 dollars) (303, pp. 
16-17 and 52, p. 22). Furthermore, national and internation­
al leaders are noticing the wide divergence between this low 
level of incomes and the much higher incomes among the 
wealthier nations and the fact that this divergence is widen­
ing (234a, pp. 6-7). 
Current professional interest 
A bibliography on the economics of underdeveloped areas 
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published in 1954 was 89 pages in length (155), and this 
topic has in recent years become one of the most discussed 
areas of economic literature. For example, of the 163 major 
0 S 
articles published by "El Trimestre Economico", a leading 
economic journal of the Latin American region, during the 
period 1950-1957, 48 of these articles (or 37$) dealt with 
economic development. 
Economists have become so concerned about the challenge 
to their profession as they are confronted by the economic 
aspirations of national leaders, that some economists feel 
they have virtually a "missionary" responsibility to "preach 
economic gospel" in the less developed nations (27, p. 108). 
Reasons for this popular and professional interest 
A comprehensive list of contributing factors to the 
present popular demand for the increased production of goods 
and services is not essential for our study and would be, in 
itself an investigation of some magnitude. It will be help­
ful, however, to note a few contributing factors to this in­
creased general concern in economic growth. 
(l) Decline of colonialism. Only a half century ago a 
considerable number of what are now known as underdeveloped 
nations were colonial territories. For them, the economic 
thought of the metropolitan "possessor" nations was more con­
cerned about investments than about the welfare of the coloni­
al people. There had not yet arisen any appreciable local 
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leadership that could see the world disparities of standards 
of living. 
(2) Consumption imitation fanned by increased literacy 
and mass communication. The knowledge of the discrepancies 
of income levels among peoples has been accelerated by motion 
pictures, radio, and aviation (240, p. 64). 
(3) Economists, who previously avoided trying to deal 
with the complex problems of economic growth, have witnessed 
a redirection of economic research toward matters of econom­
ic growth (205, p. 2). 
(4) Human altruism is a factor in the more widespread 
interest in the alleviation of poverty and a humanistic con­
cern of trying to understand why some should live perpetual­
ly on the brink of starvation (205, p. 2). 
(5) The United Nations with its many international 
agencies has focused world attention upon economic develop­
ment. Evidence of the goal expressed in the United Nations 
Charter "to promote social progress and better standards of 
life", is seen in the numerous publications referred to in 
this study (266, p. 120). 
(6) The Christian Church has been a factor, perhaps un­
noticed by many economists. Boulding reminds us that a great 
deal of the big social revolutions that had far reaching 
economic consequences arose from Christian ideals : 
It is good for economists, especially, to re­
member that it was the Christians, by and large, who 
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abolished slavery and who drove for the British 
Factory acts. This was frequently over the op­
position of the economists of the day whose science 
was too narrow and who themselves lived in a world 
too small to catch the import of the great social 
movements which were in the making (50, p. v). 
Economics in the middle ages was a branch of ethics 
(378, p. 195) and ethics a branch of theology (311, p. 228). 
But in our century, economics has prided itself on its ethical 
neutrality (378, p. 195). Religion which was the keystone 
that held the "social edifice" together in the Middle Ages, 
has become simply a small department within the edifice and 
man seems to have become merely an economic animal (311, pp. 
228-229). However, some events within the past generation 
indicate that the Christian Church (perhaps belatedly and 
not unanimously) does feel a concern about economic aspira­
tions. Evidence appears in the Papal encyclical on the re­
construction of the social order and the pronouncements of 
both assemblies of the World Council of Churches (4l, pp. 
460-480, 391 and 392). 
To an undeterminable degree, the Christian Church has 
contributed to the ideals that have led to the human altruism, 
the downfall of colonialism, increased world literacy, and 
the establishment of the United Nations. 
Economic Development as Related to the Basic Goals of Society 
In addition to the goal of economic development, Bould­
ing suggests that there are at least three other major goals 
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of economic policy: economic stability, economic justice, and 
economic liberty (51, chs. 2, 3, 4, and 5)• Among the more 
fully developed nations, economic stability and economic 
justice may be of even more concern to political leaders than 
economic growth. At certain levels of economic development, 
it is conceivable that some of these four goals of economic 
policy may be in conflict with one another. However, at low 
levels of economic activity they may all be complementary 
(51, p. 132). 
This research does not attempt to consider economic 
development (nor any other "economic" goal) as an end in it­
self, but rather as a mean to higher ends. 
No inquiry into a subject within the social sciences is 
significant unless it is investigated not only within the 
context of the immediate situation but also within the scope 
of the range of "basic goals or ends of human society (87, 
ch. 24). Me shall be looking into man-land relationships in 
this study, matters that have become topics of world-wide 
concern (359)• There is, however, as Timmons has noted, no 
virtue in agrarian reform as an end in itself; it must be 
related to higher or more basic ends (320a). 
We cannot consider economic development as a final or 
basic end, although Boulding suggests it may be a partial 
end (51$ p. I6l). 
To a certain degree, social scientists can only deal 
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with means and not with basic ends ; the basic ends or "what 
people want" extends beyond the boundaries of social science 
into the field of ethics (51, p. 2). Colin Clark suggests 
that economists must take their place in an hierarchy of 
other disciplines where "higher" authority is recognized for 
political science, next the historian, and final judgment 
will involve decisions in the field of moral philosophy (68, 
p. 2). The social scientist has to take into consideration 
what the basic ends are assumed to be. Social inquiry ac­
cording to Dewey, in order to satisfy the conditions of the 
scientific method, must judge certain objective consequences 
to be the end which is worth attaining under the given condi­
tions (87, p. 503)• 
For the purposes of this study, basic ends of humanity 
are assumed to be those set forth in the preamble of the 
United States Constitution: LIFE, LIBERTY, and PURSUIT of 
HAPPINESS (95, p. 407). Similar basic ends are implied but 
not as clearly stated in the opening paragraph to the charter 
of the United Nations which contains these words : "We the 
people of the United Nations....to reaffirm faith in funa-
mental human rights, in the dignity and worth of the human 
person" (266, p. 120). 
As basic ends, these three rank high nearly everywhere 
in the world, although there may be different relative values 
placed on them in every culture. Selected quotations from 
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Buchanan and Ellis are pertinent: 
International comparisons of human well-being are 
conceptually difficult and often statistically im­
possible (56-57, p. 5). 
Societies have their own cultures, and each 
culture has its own scale of values....physical 
facts may have different significance....in different 
cultures....Human well-being is not wholly reducible 
to quantitative terms....Peace of mind and content­
ment cannot be bought as commodities (56-57, P« 6). 
There are "few wholly satisfactory indices of the 
general texture of life as end product in one area 
or one historical period as against another....life 
expectancy is surely one such index. So far as can 
be learned, people in all societies in all times 
and places have seemed to prefer life to death.... 
people consider longer individual and average life 
expectancy as desirable ends (56-57, P* 8). 
Human life is easily acknowledged to be a basic end ; 
perhaps the universality of liberty* and pursuit of happiness 
as basic ends would be more difficult of "proof." However, 
for the purpose of this research we only acknowledge them as 
basic ends, and we can then proceed with our analysis of the 
"means," in this case, economic development. 
A definition of what is meant by liberty is in order. 
In our western civilization when we speak of "liberty," we 
do not refer to the concept of anarchists, nor of activities 
harmful to second persons, but do infer (to mention a few 
major concepts): freedom of speech, freedom of assembly, 
freedom of worship, freedom of movement, freedom of pro­
tection against unlawful entry into one's domicile, freedom 
of consumer's choice, freedom of choice of occupation, 
freedom to be judged by one's peers, freedom to be governed 
by representatives of our own choosing, and freedom to 
change both the form and personnel of such government (when 
the desire for such changes is shared by a majority of persons 
affected). 
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We do not consider economic development as an "end" in 
itself, but as it may contribute to the economic welfare of 
individuals. Again we do not assume that economic welfare 
"measures" total welfare, but as Pigou has stated (252, p. 
20), it may serve as a quantitative indicator of the probable 
direction of the effect of any cause, whereas total welfare 
is not measurable. 
Nor do we consider economic welfare as an end in itself. 
What we are basically interested in is how this economic wel­
fare affects the basic ends, such as life, liberty, and the 
pursuit of happiness of human beings. 
As a starting point we should consider economics as 
Alfred Marshall has stated : "A study of mankind in the 
ordinary business of life....on one side a study of wealth; 
on the other, and more important side, a part of the study 
of man" (223, p. 1)• 
Agrarian Structures and Economic Development 
There has been a hypothesis presented in a number of 
books and articles that "agrarian reform" or "agrarian de­
velopment" has been closely related to economic development. 
Jacoby has written a book on this topic under the auspices 
of the F.A.O. (183). One of the chapters of the Gittinger 
dissertation deals with this topic (138, pp. 235-250). Many 
recent writers on the problems of economic growth emphasize 
10 
the urgency of measures that will increase the productivity 
of the agricultural sector, writers such as Bonne (45, pp. 
166-167), Myrdal (234a, p. 52), Nurkse (240, p. 52), and 
Alienes-Urosa (7, p. 56). A great many writers express views 
similar to this quotation from Myrdal (234a, p. 81): 
A major purpose of the state policies blue­
printed in the plan, therefore, must be to increase 
the strength of the spread effects of the development 
impulses as between region and between occupations. 
In this respect most under-developed countries are 
up against outworn institutions of social and economic 
inequality which often cannot easily be broken. 
Frequently the state is itself initially in the hands 
of social groups which have an interest in preserving 
the traditional social chasms. Breaking those social 
chasms and creating a psychological, ideological, 
social and political situation propitious to economic 
development become of paramount importance. Land re­
forms have their significance in the national plan 
not only as a pre-condition for raising productivity 
in agriculture, but primarily as a means of shattering 
the foundations of the old class structure of a 
stagnating society.... 
This inferred inter-relationship has been quite pro­
nounced in the literature on Latin America, as evidenced by 
the writings of Cardenas (62), Flores (113), Monteforte (230),  
Fernandez (103), and Garcia (133)• 
There are other writers who feel that an essential aspect 
of economic development has been the simultaneous development 
of both agriculture and industry. Galbraith has expressed 
this point of view (131, pp. 69O-692). The following quota­
tion from Brand summarizes this argument: 
It has, for some time, been a matter of con­
troversy whether agrarian improvement should precede 
industrial development or whether industrialization 
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necessarily results in corresponding evolution of 
agriculture. The problem seems insoluble, although 
it would now seem to be generally accepted that a 
development program should try to expand production 
in both sectors in a coordinated manner so that the 
output of food and industrial raw materials rises 
pari passu with industrial output (52, p. 62). 
Still a third school of opinion holds that agrarian re­
form measures may actually be antagonistic to economic de­
velopment. Joan Robinson states that industrial progress 
necessitates squeezing the maximum agricultural surplus by 
rents and the keeping of peasant wages to a minimum (267, p. 
296). This is precisely what happened in Russia and in Japan 
as Brand has demonstrated (52, pp. 36-41 and pp. 64-65). 
Drucker rather bluntly maintained that agrarian reform meas­
ures are not of crucial importance but that industrialization 
is the only road for economic development for an agrarian 
nation (94). In Guatemala one writer casts very serious 
doubt as to whether any type of land distribution (which is 
only one type of agrarian reform measure) could possibly in­
crease the productive economy of the country (81). Among 
the elite in Asia, it has been suggested that there is a 
suspicion that land reform may actually retard industrializa­
tion and that western influence in favor of land reform meas­
ures stem, not from unselfish motives to be helpful, but 
rather from premeditated plans to retard industrialization 
of potential competitors (220, p. 5). 
Buchanan and Ellis say this about Latin America : 
Perhaps the slow pace of industrial development in 
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Latin America despite government support through 
Fomento corporations, subsidies, highly protective 
tariffs and similar measures, can be partly explained 
by the fact that agriculture has never had to undergo 
a drastic reorganization that would disgorge workers 
and give them little choice but to accept industrial 
employment (56-57, P* 412). 
Citations to bolster either of these three arguments 
could become quite lengthy. We shall wish to examine these 
concepts more critically in the light of empirical evidence; 
this evaluation is one objective of our study. 
A Synopsis of the Problem 
The Latin American region contains large quantities of 
resources, as yet only partially developed, and a fast grow­
ing population. Nominally "Christian" in spiritual classifica­
tion, and supposedly "democratic" as to political structure 
the grinding poverty and ignorance of the masses and the 
semi-feudal social and economic framework threaten the very 
fabric of Christian and democratic ideals and institutions. 
That in one country over five million acres have until 
recently been "frozen" in the hands of one family*; that in 
another country a half million agricultural laborers are idle 
eight months of the twelve; that in another country the 
average daily wage of an urban worker will not buy the nu­
tritionally necessary daily foods for two children; that in 
several other countries men are bound to estates by work-rent 
*In Bolivia (115, p. 113). 
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arrangements more vicious than the arrangements of feudal 
Europe - these are but a few evidences of serious and chronic 
maladjustments in man-land relationships. We shall look 
further into these situations. 
The maladjustments cannot be solved, as a recent author of 
the region has so carefully stated : ..."by political maneuvers, 
by temporary expediencies, by party doctrines, nor by philo­
sophical ideologies, but only by serious and thorough eco­
nomic principles" (263, p. 227)• What are these principles? 
How may they be applied and implemented? This is our problem. 
Objectives of This Study 
Our general objective is to discover pertinent informa­
tion about agrarian reform measures in Latin America, not 
as an effort to "prove" the superiority or impracticality of 
supposedly "good" or "bad" measures, but as they contribute 
to (or hinder) economic development. 
In order to achieve this general objective, we would 
like to obtain a better understanding of how the economic 
growth process is started and how it operates. This involves 
attempting to identify the major economic growth variables. 
A further objective would be to try to understand more 
fully how agrarian reform can influence economic growth. 
This we can only do in general terms*. Having identified 
* 
Such an analysis, if carried out thoroughly and com­
pletely, might lead to over 7>600 separate (footnote continued) 
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the major economic variables we would like to know if specific 
aspects of the agrarian structure will affect one or more 
economic variables and thus influence economic growth. We 
should like to identify specific agrarian defects that hamper 
economic growth and if possible see some of the remedial 
measures that can remove such agrarian structural defects. 
We would like to look at the over-all goals of agrarian 
reform, and even more specifically to consider the efficiency 
goal of the agricultural sector, as they relate to economic 
development. 
The statistics, what few are available for our purposes, 
are given by countries. Conceivably the comparisons could 
be made for countries all around the world. However, it has 
seemed advisable to consider more specifically the agrarian 
reform measures of a smaller area. The Latin American area 
is selected because of the author's interest and association 
with that region. 
Vast differences occur between the countries of Latin 
America, but there is slightly more homogeneity of culture 
and historical development than would be the case if all 
"(footnote continued from preceding page) inquiries since 
we identify in our study sixteen economic variables, there 
are 24 structural defects identified, and there are 20 dif­
ferent countries within the region. That is, if we attempted 
to establish a more precise relationship between agrarian 
reform rrx" and economic variable " I " in Country B, a total 
of 7,680 such studies might be necessary. 
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nations of the world were considered together. 
Hypotheses 
The four principal hypotheses which we would like to 
test are: 
(1) Nations that have proceeded furthest toward all of 
the goals of agrarian reform have also proceeded furthest 
toward the goals of economic development. 
(2) Nations that have proceeded furthest toward the goal 
of efficiency of manpower use in agriculture have proceeded 
furthest toward the goals of economic development. 
(3) Each of the individual agrarian structural defects 
which we have listed has to some extent impeded economic 
development. 
(4) Specific agrarian reform measures, undertaken to 
overcome agrarian structure defects have contributed to 
economic development. 
The available data are meager, and in particular we must 
note that empirical data for number 4 are almost non-existent. 
We shall, however, supplement the meager empirical data 
relevant to our four hypotheses with analytical and with 
brief descriptive data. 
Methods and Tools 
We have made a search of the current literature, es­
pecially in English and in Spanish, on economic development 
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in general; the economic development in Latin America in 
particular; the agrarian structural defects in the Latin 
American region; and some apparently successful remedies to 
some of these defects. Some kind of framework was essential 
for adequate organization, analysis, and interpretation of 
this information. 
Our economic models are for conceptual analysis. They 
help reveal probable economic relationships and thus form 
our indispensable "skeleton" or framework to which the other 
relationships can be attached. 
We have chosen to use as analytical tools four economic 
models (each one to serve a particular purpose); a composite 
index; and three methods of statistical correlations. 
The limited data available do not lend themselves to 
incorporation into equations. Some of the data can be ranked 
and correlations based upon these rankings are presented. 
Concepts and Definitions 
Words of quite similar meanings can lead to confusion. 
Writers concerning economic development have not yet adopted 
uniform terminology. The meanings of various terms which we 
shall use in this study (and the sources from which the ideas 
for such definitions are made) are listed as follows. 
(l) Economic growth is defined as any improvement in 
total output of goods and services (or income) (14, p. 31). 
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(2) Economic progress is defined as an increase in the 
per capita output (68, p. 111). 
(3) Economic development is a process in which the people 
of an area, by conscious and active promotion (45, p. 7), uti­
lize their human and physical resources to bring about a 
sustained per capita increase in the output of. scarce goods 
and services ; provided that at the same time the distribution 
of these goods and services to the individuals of the nation 
does not become less uniform (138, p. 116 and 52, p. 5)• 
(4) Agrarian development refers to an increased per 
capita real income and per capita welfare for those individu­
als who are dependent upon the agrarian sector of the economy 
for their livelihood (138, p. 120). This could involve meas­
ures that would encourage agrarian development at the expense 
of overall economic development. 
(5) Land reform has commonly been thought of as reforms 
where the objectives and scope of the reforms refer principal­
ly to redistribution of ownership rights in land (138, p. 
236). 
(6) Agrarian reform measures, in this study*, refer to 
'This differs from the definition of Gittinger, who em­
phasized the institutional structures that were obstacles to 
improving the efficiency of resource use in agriculture. His 
emphasis was on the agricultural firm, this study emphasizes 
the rural person. 
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any governmental, economic, or cultural, measures that improve 
the economic well being of rural individuals, without dimin­
ishing the aggregate welfare of the non-rural individuals. 
(7) The agrarian structure refers to the institutional 
framework of agricultural production. It includes land 
tenure, the distribution of ownership, land tenancy, the 
organization of credit, agricultural marketing, rural taxa­
tion, and governmental services to the rural population (326, 
p. 5).  
(8) Man-land relationships will be used by this author 
in a sense synonymous to agrarian structure - i.e. the phrase 
encompasses the whole range of institutions that relate both 
society and the individual to the land resources of that 
society. 
Appendix A contains definitions of Spanish words 
used throughout Latin America in connection with man-land 
relationships. 
(9) Land tenure refers to the legal or customary system 
under which land is owned or otherwise controlled (326, p. 5). 
(10) Land tenancy refers to the system of tenure under 
which land is operated and its product divided (326, p. 5)• 
Plan of This Report 
Chapter 2 presents the models used in our report. The 
first model is a dynamic growth model which we shall consider 
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as a hypothetical basic economic growth model. Our second 
model involves a series of simultaneous equations ; it is a 
static equilibrium model. We utilize it as an additional 
conceptual tool to incorporate into our concept of economic 
development many additional-variables which our simple dy­
namic model has omitted. 
These two models provide a conceptual framework for a 
reasonably plausible theory of economic development. No at­
tempt is made to fit data into either of these models for 
several reasons, the most important being : (l) that adequate 
data are lacking for them and (2) such an attempt would be a 
study by itself. By using these two models as a framework, 
we identify sixteen of the most significant variables that 
affect economic growth. We then identify 2k major agrarian 
reform measures that are ultimately related to economic de­
velopment as they specifically affect one or more of our 
"major variables". 
In Chapter 3 we shall attempt to delineate "the problem" 
in terms of disparities of per capita incomes in Latin Amer­
ican countries as compared with a norm, which for our study 
is taken to be the per capita income of Denmark. In this 
chapter we use a simple growth model, fitting some appropri­
ate data to the model, for the purpose of delineating the 
severity of "the problem" of economic growth in a number of 
Latin American countries. 
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In Chapter k we make a rapid survey (with more detailed 
cross references placed in the appendix) as to the existing 
situation in the Latin American republics with respect to 
our 2k agrarian defects. 
In Chapter 5 we test our first two hypotheses by the 
use of indices and rank correlations. 
In Chapter 6 we should like to test our third hypothesis 
with respect to each of our 2k agrarian structure defects, 
but this is not possible. Insofar as the data permit, an 
attempt is made to assess each defect, using rank correlations, 
product-moment correlations, regression equations, graphic 
analysis of multiple correlation, and the "t" test of group 
comparisons. 
In Chapter 7 we look at some of the actual measures that 
have been enacted in recent years within these regions as 
potential success elements toward facilitating economic de­
velopment. 
Chapter 8 briefly summarizes the conclusions reached. 
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ANALYTICAL PROCEDURES 
Identifying the Association between Economic Development and 
Agrarian Structural Defects by the Conceptual Use 
of Economic Models 
General statement about the use of models 
Because of the great complexity of economic systems, 
economists are constantly seeking ways to present the most 
essential facts about an economic situation in a form that 
will omit as much extraneous material as possible. One im­
portant aid for such simplification is the use of a "model". 
Beach defines a model in terms of: 
The consideration of quantifyable entities 
which may be either variables or constants and the 
relations between them which will be expressed 
generally in the form of equations (25, p. l). 
A model may be used solely in terms of an analytical 
framework as a theoretical model, (14, p, 74) or it may be 
used with equations in a more precise and formal sense along 
with the systematic use of statistical data in assessing 
their adequacy. Beach calls the former type "mathematical 
models", and the latter "econometrical models" (25, pp. 2-3). 
We shall be dealing with "mathematical models" in the 
sense that Beach has used the classification. This type of 
analysis has been used extensively by Marshall, Keynes, 
Quesnay, Cour not, Walr-as, Edgeworth, Fisher, Pareto, J, B. 
Clark, Chamberlain, Mrs. Robinson, Frisch, Harrod, and 
Kalecki (25, p. 2). 
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We are using models for the framework of our analysis 
well aware of the serious limitations of this use, but con­
vinced that a good model may reveal relationships that may 
otherwise be ignored (25, p. 8). 
Economic models are not well adapted for use in connec­
tion with economic development. Three reasons are cited why 
little use of models has been made in discussing economic 
development and why, even though models may be utilized for 
presenting some concepts of economic development, there is 
little immediate likelihood of obtaining workable econo­
metric models of economic development. 
(1) The variables are numerous. No one is quite sure 
if a complete inventory of all the possible significant varia­
bles for economic growth has been made or ever will be made. 
One basic purpose of a model is to simplify the analysis -
this is not possible with fifteen, or twenty, or several 
hundred variables. Walras suggested that one should concen­
trate on one or two variables for each relation (302). 
(2) The relationships among variables are imperfectly 
known. Economists are fairly well agreed on the importance 
of quite a large number of variables. One of the most com­
prehensive lists of the contributing factors to economic 
growth is attempted by Lewis (208). Most economists will 
agree with Lewis about many of the factors he has pointed 
out, but few economists would agree about all of the factors 
23 
which Lewis lists. However, the precise inter-relationships 
of the factors upon which there is agreement cannot be ex­
pressed in any formal sense. 
(3) Many factors of importance are not quantifyable. 
There are a great number of non-economic factors involved in 
economic growth (234a, p. 162; 18, p. 3? 56, p. 406 and 25, 
p. 201). Some of these non-economic factors can be reduced 
to indices or "qualified", but many of them cannot - which 
prevents their inclusion in a model. 
Some recent attempts at use of economic models for studies 
of economic development 
Notwithstanding the difficulties in the use of models 
for analysis of economic development, efforts have been made 
to illustrate at least part of the development process. 
Perhaps the most complete effort of presenting the full 
range of these economic and non-economic variables into a 
formal system of equations is that of Haavelmo (146). He 
uses the following four primary variables : an index of the 
total physical product of a region, the size of the regional 
population, an index of accumulated capital, and an index of 
the educational level and technology. However, each of these 
variables is "constructed", and by the process of "construc­
tion" a great number of other factors can be thus placed into 
his basic equations. 
Belshaw has been concerned about population growth in 
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Asia. He has included other factors into a basic growth 
model, that is essentially the Cobb-Douglas production func­
tion (31, ch. 4). 
An interesting use of an econometric model is by Chenery 
and Kretschner to maximize national income (an assumed goal 
of any development program). They treat the possible alloca­
tion of resources for different sectors in the economy by 
means of linear planning techniques and illustrate their 
method by data from southern Italy (66). 
Ochenius and Cibotti have used an econometric model 
linking : exports, imports, capital investment, consumption 
expenditures, the increments of these four variables, and 
the marginal efficiency of capital as method of "programming" 
for economic development (24l). 
Our selection of a basic growth model 
For the study of national income and growth in national 
income we need to obtain information about each of the four 
categories of Pigou: 
The scale of a country's income-getting power 
depends at any time on the amount and quality of its 
land, the number and quality of its people, and the 
quantity and character of its capital. It changes 
with changes in these things, and also with develop­
ments in scientific knowledge and industrial skill 
(253, p. 84). 
This fourth classification Pigou has also called: "an 
environment of ideas" or "immaterial capital" (253» P« 19)• 
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This latter is what a Chilean economist calls "invisible 
capital" (15, p. 3)• 
These four categories correspond rather closely to those 
used by Haavelmo. 
The Domar growth model has been selected as the most 
comprehensive dynamic model yet available. The Harrod model 
(23, ch. 4) could perhaps have been used, but it does not 
have quite as many variables as the Domar model. We shall: 
(l) present briefly the essential features of the Domar 
model; (2) examine the assumptions of the model ; (3) examine 
the variables as they may be related to economic development; 
and (4) consider that a periodic "stop and adjust" takes 
place in our economy and consider additional variables that 
an equilibrium model can show for us which our dynamic model 
does not show. For this we shall consider our second model. 
The Domar economic growth model 
The model we have selected is the one appearing in April 
1946 Econometrica entitled, "Capital Expansion, Rate of 
Growth, and Employment". It has been included in a recent 
book of essays by Dr. Domar (89, pp. 70-82). There is also 
a clear exposition of this model in the Meier and Baldwin 
book on economic development (226, p. 102). 
The basic assumptions of the Domar model are: (1) that 
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an initial full employment level of income has already been 
achieved; (2) there are no governmental expenses and no 
foreign trade; (3) there are no lags in adjustments; (4) 
that the average propensity to save is equal to the marginal 
propensity to save. The symbols and their meanings are: 
I - refers to a given annual rate of investment in the 
economy. 
S - is the ratio of the increase in real income (the 
productive capacity) of new projects to the new capital in­
vested in them. 
C- is the potential social average investment pro­
ductivity (or it could be called the indicator of the ef­
ficiency of capital). 
Ac - the marginal propensity to save. 
P - the productive capacity of the economy. 
Y - the national income of the economy. 
^ 
p or dt ~ change in productive capacity for one 
year. 
Ideally, under full employment P0 = Yq. 
The net annual potential output {A p) = I-S. 
Ideally, S should be equal to tr. (i.e. 8 is maximum 
for cr ). 
Ideally, A p = I* 0" . 
Note that A p is a function of I and not of A I; A I 
could be positive or negative, but A p is positive if I and 
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are positive. Our three basic equations in which we are most 
interested are: 
(1) j p = I • 
This tells us that the net increase in output is equal to the 
investment times the efficiency of investment. 
Equation 1 is our basic supply equation. 
(2)  à  Y =  4  1-  -~  
This tells us that the national income changes according to 
the change of investment times the multiplier. 
Equation 2 is our basic demand equation. With the equa­
tion for equilibrium: PQ = Yq, then 
to maintain equilibrium ^  p must = J Y 
and I • <T = AI • ~~~ or (1 *($c< = A I) 
(3) so that I = IQÇ d" t (this says that log I =«Ct 
+ log IQ) . 
This is our rate of growth equation. 
In other words oC- d" is the equilibrium rate of growth. 
As long as it is constant, the maintenance of full employment 
requires investment to grow at a constant relative or compound 
interest rate. If as a crude estimate oc is 12 per cent and 
C is 30 per cent, then the equilibrium rate of growth will be 
some 3*6 per cent per year. 
Consideration of the basic assumptions 
(1) The assumption that a full employment equilibrium 
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has already been achieved is one difficult to either accept 
or reject. Rejection of the assumption makes the model "un­
workable"; whereas acceptance of the assumption glosses over 
some significant aspects of every national economy, all of 
which have repercussions on the rural population. Some 
countries in Latin America over the past few years may have 
enjoyed full employment for a few years, but such instances 
are rare. In general, the fundamental problems in most of 
these countries is how to do away with underemployment, how 
to avoid secular stagnation at prevailing levels of income, 
and how to break the circular problem of deficiencies of 
supply and demand of goods and services for general consump­
tion (119, p. 239). 
Alfredo and Ifigenia Navarette have prepared a careful 
analysis of underemployment in underdeveloped countries. They 
note that disguised underemployment will be greater, the more 
important -that the subsistence sector is in the economy. On 
the other hand visible unemployment will be greater, the 
smaller that the subsistence sector of the economy becomes 
(237, p. 236). This makes inter-country comparisons of "full 
employment" almost meaningless. 
In elementary textbooks of economic principles, an in­
flationary gap is implied to exist when an economy has price 
increases such that, in monetary terms, the net national 
product exceeds the actual full employment level of that 
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economy (276, pp. 241-242). On this basis, many Latin Amer­
ican countries have superficially seemed to have had a full 
employment economy. However, in most cases it can be noted 
that resources are not all employed in their optimum alterna­
tives, largely because of institutional rigidities and limited 
factor mobility. In many cases it would appear that chronic 
structural disequilibrium exists. We shall discuss this more 
fully when we discuss the variable, . Meanwhile, we can 
assume that the employment level is as "full" as is possible 
with the "given" existing economic, social, and cultural 
factors. 
(2 ) The assumption of "no governmental expenses" is made 
to simplify the model. Actually we would consider govern­
mental expenses in a different light than usually expressed 
in Keynsian analysis. Normally, governmental expenses are 
roughly grouped as "current expenses" and as "capital in­
vestments". Within the framework of our analysis we shall 
distinguish between governmental expenses as "leakage", where 
money is paid out without any service to the populace, and 
as "investment" where services are performed. For our pur­
poses investments can mean: schooling, police protection, 
etc. which are investments in human resources and investments 
in tangible improvements such as roads, schools, and harbors. 
(3) The assumption of no foreign trade is5 for Latin 
America unrealistic. We shall look closely at foreign trade. 
We will consider in a later chapter the possibility that in­
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creased trade may be one of the essential conditions for 
economic development. 
Not only the amount of trade, but also the "terms of 
trade", (the conditions under which countries producing raw 
materials obtain finished goods from more industrially ad­
vanced countries) have become matters of deep interest. One 
United Nations economist, Prebisch, has argued that Latin 
American nations are primarily suffering from "worsened" 
terms of trade (257)• 
(4) The assumption of no lags in adjustment is likewise 
a necessary simplification. Since we are not attempting to 
use this model for numerical calculations the simplification 
is not a damaging one. We know that lags do exist. We know 
that investments in education, for instance, may have lags 
of several years. But we do not possess empirical data for 
measuring the extent of the lags, which will, no doubt, be 
of varying length for different investments. 
(5) The assumptions that the average propensity to save 
is equal to the marginal propensity to save and that oC is 
constant are serious over-simplifications. 
The theory that the wealthier elements do the majority of 
the saving is firmly entrenched in United States economic tra­
dition (276, p. 169)• However, in Latin America, the idea has 
been questioned. One economist affirms that the unequal dis­
tribution of wealth is the major obstacle to economic develop-
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ment since the wealthy spend their incomes on costly luxuries 
rather than invest for the benefit of the nation (105)• 
The theory that upper income groups, historically, have 
saved the most has also been challenged. Bauer and Yamey 
claim that the main source of savings for the industrial revo­
lution in England in the 17th century was not the wealthy, but 
the rising middle class (22, p. 133)• Nurkse supports this 
view (240, p. 6l). The United Nations Department of Economic 
Affairs has maintained that the upper-income groups in most 
underdeveloped countries are not a major source of voluntary 
savings (as Food and Agriculture Organization reports main­
tain) but instead are mainly a source of demand for imported 
luxury consumption goods and undesirable forms of hoarding 
(328, p. 7)• This theory was also advanced by the economists 
working on the Report for the International Bank for Recon­
struction and Development in Guatemala (175, p. 278). 
The implications of these differing hypotheses are per­
haps crucial. As a middle class grows in Latin America (or 
does not grow) savings will be greatly speeded up or will be 
greatly retarded, according to one's premises. The need for 
accurate empirical evidence about trends in social structure 
and propensities to save within each social, economic, and 
ethnic group is indeed urgent. 
Lacking data, we accept the basic assumption of Domar, 
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knowing that it is perhaps wrong but not knowing in which way 
the error occurs. 
(6) An assumption of the Domar model (which is for a 
closed economy) is the absence of leakages. For our purposes, 
the most important of these is the "leakage" of imported 
goods, which do not help the employment of that particular 
economy. Several South American economists assert that the 
"leakages" in their economies are so great as to make the 
Keynes multiplier concept useless. Garcfa says the Latin 
American industrialists have subconsciously excluded the vast 
rural sector from their calculations for a potential mass 
market, and they as landowners do not invest back into rural 
productivity but only consider idle land holdings as a 
convenient method of storing wealth (133> P« 284). Flores de 
la PeÏÏa has expressed the "leakages" in what he calls "absence 
of elasticity of internal supply" (119)• He refers especially 
to the feudal land systems that put all earnings into the hands 
of a select few, the proliferation of middlemen, the "take" of 
money lenders, and the shipping abroad of earnings in plantation 
economies where (as enclaves of other economic systems) in­
creased earnings automatically increase imports and do not 
affect local supply. Brand makes special mention of leakages 
such as luxury urban real estate (52, pp. 163-165), and capital 
flight abroad (52, p. l60). 
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Still a further leakage is suggested by Bauer and Yamey, 
and by Williams : the tendency for underdeveloped countries 
to pass advanced social and labor legislation before they 
have the productivity to implement such legislation with the 
result that social institutions often secure for the un­
employed and underemployed a level of consumption in excess 
of contribution to output (385, p« 80 and 22, p. 135)• 
(7) The assumption that the exponents in the model are 
constant over time is not realistic. For this reason, in 
our exposition we consider the growth model to be discontinu­
ous, with a new set of variables and exponents after each 
"break." 
(8) A further assumption implicit in the Domar model 
(which is discussed in his essays) is that there is a uniform 
depreciation rate on "P." This is hardly a valid assumption. 
This problem is intimately associated with the problems of 
conservation. Agrarian reform measures that permit a longer 
planning horizon by the operator and a lower depletion rate 
may be of great importance. 
How these variables may be influenced by agrarian reform 
measures 
(l) "P," the productive capacity of the economy, may be 
directly related to agrarian reform measures which increase 
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the potential productivity. For example, the drainage of 
swamps, the clearing of forests, the irrigation of dry land 
areas, the construction of roads and railways and the 
facilitating of electric power to rural a reas all add to the 
aggregate productivity. The present land area, as a basic 
resource upon which further investment can be made is a 
starting point for "P" of the agricultural sector in any 
nation. Upon this base, "P" becomes larger as "I" and cr 
are affected (provided depletion is not excessive). 
Here we find one of the decisive differences that 
•distinguishes the Domar model from Keynesian models (89, p. 
73)• Keynes was interested in "I" mainly as it influenced 
national income and employment levels (194, pp. 119-131); 
Domar was also interested in "I" as it increases "P". Fur­
ther relationships of "P" to agrarian reform measures will 
be seen as we look at C and "I". 
(2) In our Domar model "Y", the national income of the 
economy is an aggregate concept. As we look at per capita 
incomes we also must consider population problems. Our model 
is based on economic variables, and thus logically our "Y" 
needs to represent goods and services handled in the exchange 
economy of the country. However, in the national income ac­
counting of nearly all nations an attempt is made to estimate 
food produced and consumed on farms (306, p. 176 and 198, p. 
110). 
This segment of national income seems to have been given 
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inadequate attention as Mickey, in her study of several family 
levels of living in an underdeveloped area emphasizes (227)• 
Clark calls attention that in almost every case, the value 
attached to estimates of home food supplies is an imputed 
wholesale value (68, p. 75)• 
Clark, Studenski, and Fox (125, p. 46l) all agree that 
imputed retail values would much more realistically present 
the comparative real incomes between rural and urban peoples. 
In many instances a more accurate estimate of non-monetary 
income to the rural sector could more than double the esti­
mated national income for the nation. 
We might say that "Y" (total national income) included 
both monetary goods (which we may call "Z") and non-monetary 
goods (or products produced and consumed in the subsistence 
sector), which we may call "9"*. Several economists, including 
Myrdal (234, p. 52) and Boulding (49, p. 78) believe that 
we can secure a much higher "Y" by concentrating more on 
* 
Subsistence agriculture, as Li defines the term, refers 
to the presence of an economy where only a very small part 
of the household production is ever exchanged for money (209, 
p. 159). 
Those within the subsistence sector have as private 
interests two major goals: maximization of production for 
home use and minimization of the use of the monetary system 
of the economy. Social interests may well be served by the 
first of these, but in general will not be served by the 
second. Serving the first goal but sacrificing the second 
involves what we shall call "intensive part-time farming". 
Our statement above of "increasing the production in the 
subsistence sector" is predicated on this particular form 
of subsistence agriculture; the "normal" form would be 
inimical to economic progress. 
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"9" than on "Z". 
Monetary factors may also affect the size of "Z" and of 
"Y". 
Me shall defer some of these necessary refinements of 
national income as they relate to population, labor force, 
wage rates, and price levels to our section on an "adjustment 
equilibrium model". 
(3) The potential social average productivity, a" , im­
plies that it is single valued. A great deal of our litera­
ture about agrarian reform measures revolves around this as­
sumed indicator of the efficiency of capital. Most of the 
Gittinger reform measures fall in this category. 
What little empirical evidence available about <3" indi­
cates that it is not constant. <3 is essentially what Clark 
has given as the ratio between the gross national product and 
the accumulated reproducible capital (68, p. 569). The 
general impression has been that this ratio is about: 4 years 
of gross national product to the reproducible capital (or a 
of 25 per cent), but Clark suggests that for more advanced 
countries it may be only 2 or 3 years of gross national 
product to the total reproducible capital. Attempts to put 
values on this ratio for a number of countries are made in 
Clark's book. The evidence is scanty, weak and unreliable -
but nevertheless very suggestive that Cf does change and that 
high income countries are "further along" in the economic 
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developmental "process" not only because of greater amounts of 
capital invested, but also because of a much greater efficien­
cy in the use of capital*. 
The Economic Commission for Latin America, hereafter 
termed ECLA, economists have suggested, for instance, that 
in Brazil an acceleration of economic growth can come by in­
creasing the average productivity of the accumulated capital 
(336, p. 27). 
Economists have attempted to secure "the most efficient 
allocation of resources," in the sense used by Hicks of 
equating marginal revenue with marginal costs, not only for 
capital but also for all of the different resources (163, 
ch. 6). Heady's concept of an efficient agriculture is one 
where we have this equation of marginal costs to marginal 
returns between factors, between firms, between industries, 
and between regions (156, pp. 708-714). 
This attempt to secure "the most efficient" use of re­
sources is an important one. But it is complicated in our 
real world by institutional rigidities which affect the prices 
of factors and products. Such institutional rigidities and 
* 
Nevertheless, over a given planning period, the assump­
tion of (or the capital coefficient of ïiiïb erg en) remain­
ing constant for a given economy is a reasonable one (33r8b, . 
p. 13). 
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factor immobilities may so affect prices that the resulting 
apparently efficient production functions may be quite dif­
ferent from the production functions which would provide for 
optimum allocation of resources, were such rigidities not 
present (196, ch. 27) • Removal of such structural obstacles 
may thus become significant agrarian reform measures. 
An illustration from Colombia is appropriate. In the 
Cauca Valley, cattle raising returns $4.50 an acre while the 
same land will easily rent for a cash rent of S 54 an acre for 
food crops ; and yet over 65 per cent of this fertile level 
valley floor is devoted to cattle raising. Structural rigid­
ities have prevented the appropriate reallocation of resources 
which marginal analysis suggests should be made for greater 
economic efficiency (321, p. 124). 
It is in connection with & that we should emphasize 
the importance of innovations. Schumpeter has indicated his 
belief in the primordial importance of innovations in economic 
development (31, p. 164). Belshaw says that innovations may 
provide the most important single contributing factor not 
only to higher coefficients in the use of capital, but also 
to a higher coefficient for labor productivity (31,. chs. 9 
and 10). Hurkse suggests that perhaps the whole English in­
dustrial revolution could be traced to the simple innovation 
of putting turnips into the agricultural pattern in England 
(240, p. 52). 
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(4) It is obvious that a higher annual "I" will aid in 
a more rapid growth of the national income. Agrarian reform 
measures which substantially encourage a higher "I" in the 
rural sector of the population may be significant. One of 
the impressions of a hacienda or plantation economy, even 
where wages are fairly high, is the absence of any method by 
which savings can be channeled - for the benefit either of 
the worker or of the economy (171, p. 200). 
At this point we note another great lack of accurate 
statistics. Bauer and Yamey call attention to the fact that 
no adequate records nor estimates are made of the investments 
in coffee trees, improved drainage, fruit trees, and a multi­
tude of other improvements as they are made on private hold­
ings (22). 
(5) The factor, "S", is a measure of the potential pro­
ductivity of capital in new projects. 
It is well known that not all public works projects have 
the same potential productivity. Likewise we may need to 
consider the suggestions of Schultz (285, p. 759), of the 
United Nations economists (327, p. 52), of Galbraith (131, 
p. 694), and of Leibenstein (205, p. 265) that investments in 
human resources may have higher marginal returns than invest­
ments in material resources. 
A considerable amount of investment may go into what 
(for society) may be "zero sum" games (205, p. 113)• Leiben-
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stein refers, with this phrase, to economic activities that may 
be a source of income creation for the individual and not for 
the community at large. A simple illustration of such "zero 
sum" games would be the purchase of all the theater tickets by 
a "scalper" for resale at higher prices. There are opportuni­
ties for "exploitation" with certain kinds of investments, for 
speculation in real estate and in scarce commodities.* 
The factor "S" needs to be looked at in terms of poten­
tial productivity to the whole economy and not the "take" 
of an individual investor. 
One must also question the assumption that "social over­
head" costs of roads and railways are always an optimum use 
of limited public investment funds. Economists suggest that 
it may be cheaper, in Guatemala and British Honduras, to re­
locate people closer to cities and roads instead of building 
roads and other public facilities through jungles and moun­
tains to where the people are (230 and 190, p. 108). 
(6) We note that our economic development "index" is 
expressed in per capita terms and not simply in terms of 
total national income. This means that increases in popula­
tion can be as important as increases in production (400). 
Belshaw points out that in Asia, increases in productive 
power have tended to be taken out in increased population 
(jl, p. 4/). "Population control" as a concept may be 
% 
Not all speculation is "exploitive," however ; some forms 
such as hedging and futures markets are economically beneficial. 
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philosophically abhorrent, may be contrary to religious be­
liefs, and may be culturally unacceptable; nevertheless, the 
objectivity of the social scientist leads to the conclusion 
that lowering the procreation propensity may be a most sig­
nificant agrarian reform measure. 
Introducing Our Second Model 
Limitations of our first model 
Our first model has enabled us to look at some key 
variables of economic growth. We have been able to focus 
attention on the problem of capital formation and the ef­
ficiency of capital utilization which most economists (from 
the classical scholars to the present day) agree are among 
the most significant factors in economic development (226, 
p. 44). 
However, our first model does not entirely satisfy our 
need for a complete framework of analyzing economic develop­
ment. 
(1) We know that many additional variables must be con­
sidered and they cannot be incorporated in this growth model. 
(2) We have mentioned that & will change over time. 
We also find it difficult to conceive that the annual invest­
ment would vary at a fixed rate or that the propensity to 
save would be constant. In other words, the concept of ex­
ponents being projected unchanged into time for 30 or 100 
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years seems, in spite of its mathematical simplicity, logical­
ly unrealistic. 
Possibility of combining an equilibrium model with our dy­
namic model 
Our first model was a dynamic one, in that it enabled us 
to study economic phenomena in relation to preceding and 
succeeding events (23, p. 2). This is important in economic 
development which should involve orderly changes in economic 
phenomena. 
Nevertheless, we sense that there must be some readjust­
ment, periodically, between these key variables and other 
important economic and non-economic variables. 
Perhaps economic growth may more ideally be presented 
by the combination of a dynamic model with an equilibrium 
model. This would assume that the economy runs by "spurts". 
These may be due to business cycles (7 to 8 years), due to 
presidential elections (4 to 8 years), due to state "Plans" 
of 5 or 7 years, or may be due to intervals between wars. 
At any rate, let us suppose an economy "moves out" over a 5 
year period according to a dynamic model, but before begin­
ning another 5 year period, the "key" variables will have to 
come into an equilibrium adjustment with a larger number of 
variables. This may mean, then, that the key variables will 
begin the second five year period with different values and 
different exponents than those observed at the end of the 
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first five year period. 
Our second model 
For our purposes, one of the best equilibrium models is 
that of Patinkin (248). He uses the following four basic 
equations : 
Labor equation: ND , Kq) = NS (^) 
, M 
Bonds: B (Yq , -  , —) = 0 
M 
Commodities: F (Yq , r , -^) = Yq 
M 
Money: L (Yq , r , -p) = Mq 
in which is the number of persons demanded for labor, W 
is the money wage rate, P is the commodity price level, r is 
o 
the interest rate, Mq is the quantity of money, N is the 
number of persons supplied for labor, B is the excess demand 
for bonds, F is the demand for commodities, L the demand for 
money, and K is the total capital stock (roughly equivalent 
to "P" from the Domar model, except that "P" refers to the 
earning power of capital instead of capital itself). 
As with our first model, let us look at some of these 
variables and see their particular significance for agrarian 
reform measures. 
(l) The supply-demand equation for labor, which (it is 
presumed) is expressed in the "reported" labor force and 
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"reported" unemployed, is subject to the difficulties already 
mentioned in our notes about the full employment concept. 
The reported number in the labor fo^ce is related to 
wage rates and non-farm job opportunities. Increases in 
these two factors are the solutions the Navarrettes present 
for dealing with underemployment (237)• 
The wage rate is of considerable importance. With no 
excessive rigidities, some equilibrium ratio will exist be­
tween urban and rural wage rates (28a). The amount of the 
urban and rural wage rates may also be influenced by the size 
of the per capita subsistence income and the freedom of 
mobility into and out of a basic subsistence sector. 
Economists have previously suggested that the supply of 
labor, in numbers of workers, may be a function of the wage 
rate. Within recent years, the suggestion has been made that 
the quality of workers and the productivity or output per 
worker may under many conditions of chronic poverty, igno­
rance, disease, and malnutrition actually be a function also 
of the wage rate. Leibenstein has advanced this theory, al­
though it is by no means a new one (205, pp. 62-70). Fully as 
important, is the suggestion that the quality of the future 
labor force is undermined in poorer countries by wage levels 
that prevent adequate nutrition for children (256). 
Finally, we remind ourselves that equilibrium levels of 
wages and supply and demand for labor are, in many countries, 
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almost completely prevented by what DeGraff. calls : "rigid 
institutions in land tenure, in education, and in occupational 
choice" (85, p. 705). 
(2) By "Bonds", we refer in our equilibrium equation to 
a generalized concept of interest bearing, negotiable securi­
ties. 
The presence, or absence, of a dependable and efficient 
security market within a country may be much more important 
for economic development than commonly considered. It may 
be crucial for adequate agricultural credit. Perhaps part 
of the "leakages" discussed in our first model and the 
speculative and unproductive holding of agricultural land 
could be avoided if a national security market properly func­
tioned. 
The traditional form of long term lending has been the 
bond (196, p. 370). Within Latin America, the security 
market, internationally speaking, has virtually collapsed. 
Whether the fault lies on the bond promoters or on the bond 
de-faulters is a matter of some question. It is reported 
for instance, that in 1922 a group of New York bankers ob­
tained virtually a lein on the entire Bolivian treasury, and 
national economy, to float a $33,000,000 bond issue at 8 per 
cent interest (221). It is also true that a large number of 
Latin American governments have defaulted on governmental 
bonds (144, table 12, p. 3^2). 
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The security market, nationally and internationally, may 
need overhauling - to the benefit of rural and non-rural 
Latin Americans. 
(3) The commodities equation may be greatly influenced 
by the income distribution. In turn, these effects on the 
commodity equation will affect agrarian reform measures, and 
vice versa. 
The distribution of income may be related to agrarian 
reform measures in at least four ways: 
(a) Two major influences relating to how national income 
is produced: 
The rates of pay which various sorts of pro­
ductive power, labour power, capital, land, and 
their subdivisions are earning per unit. Secondly, 
upon the way in which ownership of these various 
sorts of productive power are distributed among 
persons (253» p. 104). 
(b) Two major influences relating to how national income 
is consumed: I. through the effects on savings, as we have 
already mentioned, and II. as increases in income affect the 
internal demand for commodities, including farm commodities. 
Perhaps the most important pre-condition for 
the spending of real income on new industrial goods 
is that the real income be really available for 
spending....in underdeveloped countries a sub­
stantial part of the produced income, as we have 
seen above, is not available to the producers, but 
transferred to the owners of land; the latter, who 
are only a small fraction of those employed in 
primary production, cannot stir up a mass demand for 
industrial products (45, p. 62). 
(4) The general price level may be quite important in 
the stimulating or retarding of internal demand for agri­
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cultural products and for surplus agricultural labor. 
(5) The interest rate should have some equilibrium rela­
tionship between rural and urban uses. Any differential 
should be related to differences in marginal efficiencies, 
in administrative costs, or in uncertainties and not in ex­
ploitive "gouging" of the more ignorant population. The 
interest rate should ideally reflect the "S" (of our first 
model) between various alternative investments. 
A Possible Method of Dealing with Still More Variables 
We have shown in our first and second models how a large 
number of important economic variables may affect economic 
development and agrarian reform structures. We also know 
that many other important variables probably ought to be 
considered. Even though we cannot hope to obtain a list of 
every possible variable, we would like our analysis to be 
flexible enough to include even other variables that we have 
failed to mention, perhaps variables that fall more within 
the provinces of other sciences such as sociology, psychology, 
education and political science. Conceptually we can do this 
by saying that it is theoretically possible to obtain data 
which would relate the individual's personal income to almost 
an infinitely large number of variables. 
One way of looking at Personal Income (including returns 
on capital, for labor, and for entrepreneurship), which is 
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a major part of National Income (amounting for instance in 
the United States in 1949 to $206 billions out of a National 
Income of $217 billions, (377, p. 43) would be to add to­
gether the personal incomes of all the individuals in an 
economy. This calculation "by addition" instead of subtrac­
tion was suggested by the Italian economist Loria (213, P« 
50). From this point of view an interesting approach could 
be made to increasing the total national income by first 
discovering what major factors contribute to higher personal 
incomes. 
What are the factors that are positively and negatively 
correlated to personal incomes for individuals? An answer 
to this question could involve many complex studies including 
sociological and cultural factors in addition to economic 
ones. As we try to consider agrarian reform measures in the 
context within which the term is used in Chapter I, the fol­
lowing important items come to our attention: (a) What are 
the wages and conditions of work of agricultural laborers; 
(b) what effect does health and nutrition have upon one's 
earnings; (c) what hindrances are there to labor mobility; 
(d) what effect does exploitation have on personal incomes; 
(e) what effect does education have upon one's earning powers ; 
(f) what effect does democratic government have on income; 
(g) what effect do attitudes toward work, consumption, sav­
ings, investments, self-reliance, cooperation, social re­
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sponsibility, honesty, ostentation, and "luck" have on 
personal incomes ; (h) what effect does family stability and 
parental care have on personal incomes ; and (i) what effect 
does one's financial inheritance have upon one's personal 
income? 
All of these may be related to economic development and 
a comprehensive list of agrarian reform measures would include 
consideration of all of them. Unfortunately, for many of 
these "variables of personal income", there are no data 
available and until data are obtained no conclusions can be 
formulated as to what agrarian reform measures might be ap­
propriate. 
Major Variables in Our Models of Economic Development 
Having considered our basic models we may now list what 
seem to be the most significant variables without any at­
tempt to arrange them in order of importance: 
1. Basic land area. 
2. Total population. 
3« The capital accumulated to date. 
4. Coefficient of productivity of present capital stock. 
5. Efficiency of labor (within which education, at­
titudes, skills, and leadership appear). 
6. Level of investment. 
7. Potential productivity of new investments. 
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8. Adequacies of capital market. 
9. Propensity to save. 
10. Level of living in the subsistence sector. 
11. Leakage or wastage of capital resources. 
12. Industrial organization with specialization and 
exchange. 
13. Innovations. 
14. The physical volume of goods and services offered 
for exchange. 
15. General price level (which involves domestic and 
international monetary" policies). 
16. Procreation propensity. 
Agrarian Reform Measures of Special Significance 
to Economic Development 
From this brief examination of two basic models and the 
principal assumptions and variables of these models there 
appear the following agrarian reform measures for special 
consideration. 
(l) Those mentioned by Gittinger; 
measures that provide for: 
a. increasing security in the conditions of tenure, 
b. lowering the fixed costs to the operator, 
c. combining non-contiguous tracts, 
d. preventing undersized holdings, 
e. preventing lower uses of land arising from the pat­
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tern of ownership, 
f. obtaining secure title to land and water rights, 
g. lowering the fixed costs of operating capital, 
h. lowering the fixed costs to the owner, 
i. implementing reforms with adequate legal machinery, 
j. assuring the populace more adequate knowledge, 
k. insuring occupational mobilities; 
(2) additional agrarian reform measures; 
measures that provide for: 
1. increased productivity in subsistence agriculture, 
m. minimum wage levels for agricultural workers, 
n. improved health and nutrition for rural people, 
o. removal of population pressure, 
p. mobility of technology (by this is meant that tech­
nology may be rigidly attached to capital or land), 
q. mobility of capital, 
r. elimination of "leakages" in the economy which have 
hampered the internal demand elasticities for agri­
cultural products, 
s. a marginal propensity to save to become effective 
through the entire rural sector as a higher "I", 
t. economically justifiable social overhead facilities 
for rural people, 
u. increased productive capacity, such as clearing of 
jungles, irrigation, and drainage, 
v. reduction in the depletion of soil resources, 
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w. substantially improved regional and national employ­
ment opportunities, 
x. a stable or gently rising general price level within 
an economy. 
Models to Assist in Evaluating Our Hypotheses 
In Chapters 5 and 6 we shall endeavor to look at the 
rather limited data available for some analysis. The models 
which we have used for the identification of the principal 
variables of economic development are complex, which enables 
us to identify more variables. 
However, for trying to observe simple relationships from 
meager data, more simple models are necessary. We shall con­
sider briefly the Belshaw and Leibenstein models. 
Belshaw model 
Belshaw rejects the validity of multipliers and ac­
celerators in underdeveloped societies, even though they may 
be appropriate for more advanced economies. He postulates 
a simple Cobb Douglas equation for economic development which 
would take the following form: 
P = b LK CJ . 
In this equation P represents the physical volume of 
production; L, the index number of workers ; C, the index of 
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capital; b, a constant (which would be different for different 
economies and industries, but this does not affect the argu­
ment ). 
K and J are exponents of labor and capital respectively. 
It is possible to allow for innovations by writing the 
equation in extended form: 
P = b LK CJ eat 
in which a is an exponent which will vary with innovations 
over time (31, pp. 59-60) and t the years involved. 
Leibenstein model 
We have examined an economic growth model, an equilibrium 
model for an economy at a particular point in time, and have 
conceived of national production in terms of a macro-Cobb-
Douglas production function. These are all important and 
useful concepts. However, they do not answer the crucial 
question, "Why do some economies develop and why do some 
stagnate?" 
Leibenstein is one of the few writers that has attempted 
to formulate a theory of economic growth "in the general 
case." He attempts to cover both stagnating and dynamic 
economies and to explain why some economies remain backward 
while others experience sustained secular growth. Conceptu­
ally, he considers backward economies as equilibrium systems 
of stability and advanced economies as disequilibrium systems 
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(205, p. 15). We shall look briefly at his model, which can 
be best summarized by stating his hypotheses, showing two 
figures and explaining these figures. 
For the purposes of his exposition, he includes land and 
capital together as "Resources." 
The four basic hypotheses of Leibenstein are: 
(1) It is useful to characterize a backward 
economy as an equilibrium system whose equilibrium 
state (or states) possesses a degree of "quasi-
stability" with respect to per capita income, but 
that advanced economies cannot usefully or ac­
curately be described in such terms. 
(2; If the equilibrium of a backward economy 
is disturbed, the forces of influences that tend to 
raise per capita incomes set in motion, directly or 
indirectly, forces that have the effect of depressing 
per capita income. 
(3) In the disequilibrium state (in the backward 
economy), for at least the lower incomes above the 
equilibrium level, the effects of the income-
depressing forces are greater than the effects of 
the income-raising forces. 
(4) During any period there is some absolute 
maximum to the effects of the income-depressing 
forces but the absolute maximum (if there is one) 
of the effects of the per capita income-creating 
forces is greater than that (205, P* 16). 
Figure 1 illustrates the simplest form of this equilibri­
um system. It presents essentially a stationary state condi­
tion with respect to the resource level, and R represents a 
given amount of resources. With this given fixed amount of 
resources, there are several alternative levels of per capita 
output possible. R.,, for instance, would represent a curve 
of alternative per capita output figures that could be ob­
tained from a given resource with different sizes of popula-
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tion. We would say that output is subject to diminishing 
marginal returns with respect to population. We would also . 
say the population growth is a function of per capita output. 
Suppose that we mark a point on R^ above OA. This is above 
the line which marks zero population growth, above this line 
mortality falls (fertility is assumed constant), below this 
line mortality rises. Consequently, from our point above 
OA, there is a tendency for mortality to fall, population to 
rise causing per capita output to fall back to the E^ point 
of equilibrium. Similarly if we mark a point below OA on the 
R^ curve, there is a tendency for mortality to rise, popula­
tion to fall causing per capita output to rest again at the 
E^ point. If resources become R^ (in some unspecified way) 
per capita incomes are raised above OA, but will eventually 
fall back to an equilibrium E^ with a P2 population. 
In Figure 2 the relationships are exactly the same ex­
cept that we have added an investment function; the rate of 
net investment is a function of per capita income. At some 
level of per capita income, say OA, the capital goods are 
just sufficient for the replacement of the capital that wears 
out and net investment is zero; we designate the line X as 
zero investment line. Note that above X net investment is 
positive and below it net investment is. negative. Leiben­
stein in his analysis considers other instances where the 
zero population line and the zero investment line do not co­
57 
incide but for our purposes it is enough to present them co­
inciding (which he concludes will be the more likely situa­
tion) . 
With this equilibrium situation there are two main pos­
sibilities. The first is that for every disturbance, the 
long run effects of population growth will be more significant 
than the effects of induced investment and the system will 
maintain its quasi-stable property. Suppose investment 
raises resources to R2, but that population growth increases 
to population to 0P2; then income falls from the initial 
equilibrium level of OC to OD. We can visualize a continuing 
sequence of this sort which results in the eventual return of 
the equilibrium level of OA, perhaps finally at En with Rn 
resources and Pn population. 
A second important possibility is that the system is 
quasi-stable for small displacements but not for large ones. 
For large stimulants to growth, the marginal effects of 
population growth in reducing incomes become progressively 
less significant, while the effects of induced investments 
either do not decline or their rate of decline is less sig­
nificant than that of population growth. 
In the case of sufficiently large displacements, then, 
the path of per capita incomes would proceed along the line 
of L.D.on Figure 2, indicating sustained economic growth. 
This is the possibility that interests us and to which we 
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shall refer in Chapter 7* 
Identifying Progress toward Goals of Agrarian Reform 
Our study is concerned with economic development and 
with agrarian reform measures. 
We shall discuss in Chapter 3 the use of per capita 
incomes as a seriously imperfect, but nevertheless operation­
ally usable, index of the degree of progress in the economic 
development of an individual country. 
How shall we "assess" or put into quantitative relation­
ship "Agrarian Reform"? Our title and our first two 
hypotheses refer to "Agrarian Reform" in the singular, re­
ferring to the composite picture of a socio-politico-economic 
movement, rather than to Agrarian Reforms, in the plural, 
which refer to individual measures (as defined in Chapter 1) 
for remedying defects in the agrarian structures. 
Our generalized concept of Agrarian Reform is incapable 
of quantitative measurement._ Some of the component parts of 
Agrarian Reform (that is, some of the agrarian reform meas­
ures) may be accompanied by measurable phenomena, but many 
of these measures are also incapable of quantitative measure­
ment. 
Even though we cannot quantitatively "weigh" all of the 
agrarian reform measures we may be able to make quantitative 
distinctions in the degree to which achievement is attained 
of the basic goals of these agrarian reform measures. 
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Clarification of our goals 
Our definition of an agrarian reform measure in Chapter 1 
identifies the major goals of agrarian reform. Similar goals 
were specifically stated by a committee on world land tenure 
which said the two main objectives of a land tenure policy 
should be: 
(1) Economic efficiency. 
(2) Social justice (88, p. 233). 
A group of land economists from the United States have 
stated as the major public ends of agricultural tenure as: 
(1) Maximization of the output from resources. 
(2) Contribute to stability in an unstable economy. 
(3) Give equality of access to resources among the 
individuals in society (100, p. 2). 
Timmons has suggested that the two master goals of 
economic policy consist of (l) maximization of social product, 
and (2) optimization of income distribution (319, p. 277). 
Implied in the statement of such goals is the basic 
concept that a human society must concern itself with land 
resources and that total social concern may supersede indi­
vidual "rights" in individual tracts of land. This over-all 
social concern is of ancient origin, going back to the 
earliest years in many human civilizations. The following 
quotation found by Wunderlich in a United Province Report 
from ancient Indian writings, centuries before Christ, is 
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pertinent: 
The public interest in land exceeds private 
gain; a quotation from Jaimini (who was a Hindu sage, 
a disciple of Vyasa and founder of purvaminaasnsa 
philosophy). It has been long held that land is the 
property of all men equally and cannot become the 
property of an individual to be used and disposed of 
as his own interests dictate. It is the gift of 
nature. Jaimini has said 'the king cannot give away 
the Earth because it is not his exclusive property 
but is common to all beings enjoying the fruits of 
their own labour on it. It belongs to all alike.' 
The old Sanskrit text thus denies even the king's 
right to exclusive property in land (39*+, p. 20). 
Indices of degree of attainment of these goals 
Let us examine some of these goals and see what sta­
tistical data might be needed to reveal measurable progress 
in the attainment of such goals. 
(1) Economic efficiency has many facets. We may be able 
to show the amount of agricultural production per unit of 
land area, per unit of capital invested, or per unit of man 
labor utilized. Another indication of efficiency might be 
the extent to which agriculture has released manpower for 
other economic activities. Woytinski's ranking of countries 
according to the proportion of the population engaged in agri­
culture is an attempt in this direction (393, P« 356). 
Maximization of output is another facet of efficiency; 
it might be shown by the total amount of agricultural product 
per capita of the nation. It could also be shown as output 
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per unit of input, as we have noted above. 
(2) Social justice or equality of incomes as between 
rural and urban people could perhaps be shown if census data 
were sufficiently complete. Sellerby has attempted to meas­
ure this for some commonwealth nations (28a), but there has 
been no special research in Latin America in this area. 
(3) The equality of access to resources would be hard 
to measure. By this we would assume the accessibility of 
education, of financial credit, of land purchase, and of 
employment opportunities were all equal as between urban and 
rural people. 
(4) The degree of stability would be hard to measure. 
This is particularly true as stability may conflict with ef­
ficiency (156, ch. 9)• For example, diversification may make 
an agricultural region more stable, but may bring in less 
cash income. Subsistence farms may increase stability or 
increase instability, depending upon a number of other factors 
(40) .  
Unfortunately, we are not able to obtain data that will 
enable us to evaluate all of these goals. In Chapter 5 we 
shall look at the available data and see how they may be 
relevant to our major questions. 
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SOME INDICATIONS OF PRESENT LEVELS OF ECONOMIC ACTIVITY 
AND FUTURE TRENDS IN LATIN AMERICA 
Difficulties in the Use of Per Capita Incomes 
In our opening chapter we mentioned the disparities of 
levels of living among nations and the widening of these dif­
ferences. Our principal evidence for these disparities in 
levels of living is obtained by comparisons of per capita 
incomes. This procedure is filled with many misinterpreta­
tions and logical difficulties. 
Per capita incomes do not by themselves satisfactorily 
evaluate economic progress. They are unsatisfactory as meas­
ures of the relative productivity and economic welfare of 
people (306, p. 214). Some writers have concluded that since 
aggregate income is the symbol of varying economic and social 
values in different societies, comparison of different income 
levels tries to do the impossible (127, p. 53). 
We acknowledge that all human activities which give 
satisfactions are not economic. There are problems in dis­
tinction of what is productive activity and consumption 
activity. These are emphasized by Urrutia (362, pp. 316-317)• 
He notes that information for national income statistics, 
neither in the "under-developed" countries nor in the in­
dustrial countries were prepared for the purpose of inter-
country comparisons (362, p. 315)» 
However, rather than discard altogether per capita in­
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come figures, we shall cautiously examine them, well aware 
of these (and other equally serious) limitations. We shall 
constantly remind ourselves that we do not have a precise 
index of how nations compare among themselves. We only 
have what one might call a "weather-vane indicator." This 
shows us approximately how the level of living of different 
countries is "progressing": "upward," "downward," or standing 
still - and if they are going "upward" or "downward" faster 
or slower than other nations. 
When we say per capita income of Argentina is $450, and 
per capita income of Chile is S36O we do not say, "Argentina 
has a higher standard of living than Chile." We say Argentina 
has moved further in its development process than Chile has 
moved in her development process 1 
In addition to these important general difficulties 
about the use of per capita income figures, there are a number 
of specific problems. We shall mention 11 of them, one that 
deals especially with changes of national incomes over time 
and the other 10 that are especially important in comparisons 
among countries. 
(l) Inter-temporal changes : even when one limits himself 
to comparisons of national income within a single country, 
there are complications in attempting inter-year comparisons 
of per capita incomes (306, p. 218). Two such complications 
are: the changes in price levels in the country and the changes 
of the composition of the national aggregate of goods and 
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services. 
A uniform currency is needed to compare incomes of vari­
ous nations, each with its own national currency. This gives 
rise to imperfections in the relative values of national cur­
rencies relative to the selected uniform currency. Two 
countries that have a large international trade between them 
may have big shifts in exchange rates due to changes in the 
supply and demand of one or more of the major commodities of 
their international commerce (196, pp. 567-569). Such shifts 
in exchange rates can invalidate comparisons between national 
incomes of these two countries when the national income is 
"converted" to a third currency for international comparisons. 
Many additional circumstances can alter exchange rates, some 
of them entirely political in nature. 
An illustration of the unreliability of such comparisons 
can be cited by the example of the per capita incomes for New 
Zealand and the United States in 1946. According to sta­
tistics at that time United States had a higher monetary per 
capita income - yet one New Zealand economist challenged this 
calculation. Belshaw called attention to the fact that in 
New Zealand the Pound would buy from 50 to 100$ more than 
$3.30 (the official rate) would buy in the United States. 
This, together with the fact that education in New Zealand 
was free all the way from kindergarten through the University 
and that vacations, sports, and recreations were much cheaper 
and much more accessible - made him feel that in 1946 at 
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least, New Zealand had a far higher living standard than did 
the United States, even though per capita incomes (because 
of exchange rate conversions) did not reveal this difference 
(30, pp. 107-109). 
(2) Differential levels of inflation can also complicate 
comparisons, especially if we try to make inter-country com­
parisons over time. 
(3) The income distribution may be such that a numerical 
increase in per capita income may not reflect an improvement 
of general economic welfare. The increment of national 
product may have gone to a small minority (306, p. 227)• 
(4) Capital formation may be adequately reported in the 
calculation of gross national income or it may not ; there is 
a lack of uniformity about capital formation figures in na­
tional income accounts (71, p« 158). 
(5) The "market economy" is usually well represented in 
the national income statistics, but there are wide variations 
among nations as to the amount of goods and services that do 
not go through market channels. Mosk suggests that the 
Indians of the Guatemalan highland have to a certain extent 
an indigenous economy of their own with specialization among 
villages, production for exchange and a complex trade carried 
throughout the region. Yet most of this exchange is excluded 
from national income figures (233? p. 24). Urrutia believes 
the bartering between neighborhoods and the production of 
various home crafts and industry to be an important un-
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estimated amount in many underdeveloped countries (362, p. 
315). Hubert has suggested that in many countries which once 
were colonies, there is what he (and several Dutch economists) 
calls economic dualism. By this he means the existence side 
by side of a pre-capitalistic economy and a developing modern 
capitalistic economy with perhaps strong remnants of a coloni­
al economy complicating matters. He lists the following es­
sential characteristics of a pre-capitalistic economy (172, 
p- 5) : 
1. Production for limited individual or family needs. 
2. Village economy, barter, and village money traffic. 
3. Trading is incidental; markets are not highly or­
ganized. 
4. Homogeneous production and consumption activity. 
5. Religious and customary controls govern economic 
activity. 
6. Family (or extended family) is the unit of economic 
organization. 
7. There is no labor market. 
8. Either no class structure or a traditional class 
structure. 
(6) The extent of labor market may be quite limited. In 
countries where instances of the old tradition of exchanging 
fixed amounts of labor for the use of land (which we will men­
tion in Chapter 4) still exist, large amounts of both rent and 
labor are excluded from national income figures. 
(7) Home consumed food supplies provide one of the great­
est difficulties in international income accounts because of 
the great discrepancies among nations as to the relative 
importance ascribed to accurate accounting of the food grown 
for home consumption. Serious distortions arise because, in 
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general, many economists are concerned primarily about the 
monetary economy and only incidentally concerned about total 
economic welfare - which includes home food production and 
consumption. The following contrast illustrates the width 
of this chasm. 
The 1956 Swiss agricultural yearbook carries a minutely 
detailed account of a farm management study of 556 farms 
scattered over Switzerland, averaging in size 13.4 ha. (ap­
proximately 33 acres). Of the average farm gross production 
(31,449.8 Swiss francs), 13 per cent was for home consumption 
(199) p. 31 and p. 104). This amounted to 4088 francs per 
farm, or about $940* (this would be at a per capita figure of 
about $208, using an average family size of 4.5). 
In contrast, as Phylis Deane attempted to estimate the 
national income of three British territories, she placed a 
rough estimate of £ 1.2 per person of total population in 
Rhodesia and 1.0 per person in Nyassaland for subsistence 
agriculture (84, p. 88). Considering just the rural popula­
tion of Rhodesia, she estimated the subsistence food output 
at ^ 2 per person per year. This would be about $5.60 U.S. 
dollars. Granted the enormous difficulties of inter-national, 
inter-cultural, and inter-climatic comparisons - it still 
seems unlikely that the cost, even of twice the number of 
*At exchange rate of one franc to $.23, United States 
currency. 
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calories, and even, let us say, of three times (or more) 
improvement in nutritional quality of the food, that this 
variation of $5«60 and $208 can indicate the difference in 
nutritional welfare of the two groups of people. 
Dominguez feels this lack of adequate home-food produc­
tion estimates may be especially important in Latin America 
(92, p. 164). 
(8) Transfers abroad of substantial amounts for interest 
and dividends on foreign investments may be large items of 
Gross National Income, but not available for increase in 
personal incomes of a particular country (92, p. 165)• 
(9) Services of durable goods, such as refrigerators, 
washing machines, and deep freezers do not satisfactorily 
appear in national income accounts and this is one way in 
which the monetary per capita incomes of the more advanced 
nations may be underestimated (260, pp. 186-18?)• 
(10) Governmental services, parks, and buildings may 
provide large benefits to some of the more industrialized 
countries which are not adequately expressed in the monetary 
per capita incomes (260, pp. 186-187)• 
When all of these difficulties are considered, one comes 
to the general conclusion, as does Rao, that the real incomes 
of the industrialized countries are over-estimated by monetary 
per capita income figures when comparisons are made with 
under-developed countries (260, p. 209). 
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Levels of Income in the Latin American Republics 
Inter-country social differences 
Before we cite any figures relative to the per capita 
incomes among the various countries of Latin America a still 
further word of caution is in order. There is a certain 
semantic convenience in speaking of t he "Latin American Re­
gion. " In a broad way, there is some logic in this usage. 
The region occupies a clearly defined portion of the globe. 
To a certain extent, the historical framework (of discovery, 
exploitation, similar transplanted old world institutions and 
population, and deliverance from colonial rule) furnishes a 
thread of common culture and interest. Having said this 
much, however, it is essential to emphasize that there are 
also extremely great differences among the countries. The 
climate, size, topography, indigenous pre-colonial culture, 
and natural resources, are only a few of such differences. 
Especially important are the differences between the southern­
most countries, which have developed almost exclusively from 
European settlement as differentiated from the so-called 
Indian countries (Paraguay, Bolivia, Peru, and Ecuador). In 
these latter countries the social, economic, and political 
ills generally associated with Latin America are particularly 
evident (390, p. 899)• 
Brazil, with a geographic area larger than that of the 
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United States, has over a fourth of the population, and in 
1940 received over a fourth of the income for the whole Latin 
American Region. Argentina received, in 1940, a third of the 
whole Latin American regional income, although containing 
barely ten per cent of the population. These two countries 
(with almost 45 per cent of the population of Latin America) 
dominate the economic activities of the region (92, p. 24l). 
Inter-country per capita income levels 
Table 1 shows the per capita annual incomes for the 20 
Latin American Republics as compared with several other 
countries of the world. 
United Nations statistical workers have classified 
countries as being "under-developed" as those having per 
capita incomes of less than $150 for 1950, and countries as 
being "intermediate" in their economic development as having 
per capita incomes of from $150 to $450 (303, pp. 16-17)• 
On this basis, tentatively the 20 republics fall into three 
groups: 
I. ($150 and less) Bolivia, Ecuador, El Salvador, 
Honduras, Paraguay, Haiti and Peru. 
II. (Intermediate - from $151 to $450) Brazil, Chile, 
Colombia, Costa Rica, Cuba, Dominican Republic, 
Guatemala, Mexico, Nicaragua, Panama and Uruguay. 
III. (Over $450) Argentina and Venezuela. 
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Table 1. Per capita annual income in United States dollars 
for selected countries, 1952-54 
Countries Per capita Countries Per capita 
incomes3 incomes3 
Argentina $460, Panama #250 
Bolivia 50% Paraguay 140 
Brazil 230 Peru 120 
Chile 360 Uruguay 359^ 
Colombia 250, Venezuela 540 
Costa Rica 3l4b Japan 231 
Cuba 310 U.S.A. 1870 
Dominican Republic 160 Puerto Rico 430 
Ecuador 150 Jamaica 180 
El Salvador 150e Denmark 750 
Guatemala 160 U.K. 780, 
Haiti 97 Spain 258 
Honduras 150 Thailand 80 
Mexico 220 Malaya 310 
Nicaragua 155 
aData from (329) unless otherwise noted. 
^Leonard, William, New York. Supplemental data to the 
United Nations Statistical Yearbook. Private communication. 
October 3, 1958. 
cData for 1947 (175) are converted to 1953 income equiv­
alent by using the index number of wholesale prices (351a, 
Table 160). 
^Data of the 1956 gross national product (351a, Table 
162) in national currency converted to U.S. dollars at quoted 
exchange rates (351a, Table 166) and divided by 1950 total 
population (351a, Table 1). 
eData from (344, p. 23) 1950 income. 
^Data from (176, p. xxviii) 1951 income. 
Table 2 shows the Gross Product per capita in 1950 as 
calculated by the CEPAL*. which substantiate essentially the 
f / / 
Comision Economica Para America Latina. This abbrevia­
tion is much used in the Spanish economic literature. It re­
fers to the same organization that in English is called the 
E.C.L.A., the Economic Commission for Latin America. 
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Table 2. Gross national product (G.N.P.) per capita in 1950a 
for selected Latin American countries 
Country Per capita Country Per capita 
G.N.P. G.N.P. 
Argentina $575 Ecuador #124 
Bolivia 82 El Salvador 150 
Brazil 195 Honduras 160 
Chile 308 Mexico 210 
Colombia 215 Paraguay 96 
Costa Rica 290 Peru 125 
Dominican Republic 164 Venezuela 641 
aData from (344, p. 23). 
figures shown in Table 1. In either table the lowest per 
capita income is less than one eighth of the highest per 
capita income. 
A still further comparison would be to look at the in­
comes of the Latin American region as they compare with other 
regions of the world ; this we do in Table 3* For 1954, we see 
that per capita incomes for the Latin American region is below 
the world average, although above the average for Asia and 
Africa. 
Inter-temporal changes for the Latin American Republics 
Table 4 shows a comparison of the per capita incomes of 
a number of nations of the world in 1938 and 1954. This per­
mits a comparison, in purely monetary terms, of rates of 
growth of different countries. Column 4 permits a check of 
the 1938 United Nations data against another source. The 1954 
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Table 3* Total income, total population, and per capita 
incomes for the world and for various world regions 
in 1938 and 1954 (expressed in 1938 U.S. dollars)a 
Region Income Popula- Income Popula- Income per 
1938 tion 1954 tion capita 
(bill.) 1938 (bill.) 1954 1938 1954 
(in (in 
mill. ) mill. ) 
North America # 71.4 l4l $190.4 175 $504 #1,088 
Europe 101.6 375 115.5 403 271 287 
U.S.S.R. 29.4 192 45.5 213 153 214 
Asia 32.0 1,153 44.1 1,307 28 34 
S. and Cent. 
America 10.2 147 20.7 173 70 120 
Africa 6.9 166 10.0 208 42 48 
Oceania 3.8 11 6.2 14 346 450 
Total . #255.0 2,185 $432.4 2,493 #117 $ 150 
aData from (52, p. 23). 
data are comparable to the data of Table 1 for nearly all 
countries except Costa Rica and Uruguay, for which we believe 
the data of Table 1 to be more precise. 
The high annual rates of monetary per capita incomes is 
encouraging to Latin Americans. Furthermore, statistics 
show that the Latin American region had a larger share of the 
world's income (4.9 per cent) in 1954, than in 1938 (4.0 per 
cent) (52, p. 22). 
Population growth 
This increase in the share of the world's national in­
come was not reflected in even higher per capita incomes be-
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Table 4. Per capita incomes in 1938 and 1954 from United 
Nations data; monetary rates of growth; and a 
Latin American economist's estimates of 1940 per 
capita income 
Country U.N. per U.N. per Annual Dominguez 
capita capita rate of per capita 
income income increase, income 
estimates estimates monetary estimates 
1938* 1954* (per cent) 1940 
United States $512 $1847 12.96 $589 
Canada 340 1264 16.98 527 
New Zealand 444 1073 8.85 — — — 
Switzerland 475 1036 7.38 — — — 
Sweden 386 973 9.50 — 
Australia 397 927 8.34 — — — 
United Kingdom 494 807 3.96 — — — 
France 251 763 12.75 — — — 
Denmark 367 762 6.73 — — — 
Norway 385 761 6.10 — — — 
Belgium 258 704 10.80 — — — 
Finland 174 549 13.47 — — — 
Germany 386 540 2.49 — — — 
Netherlands 311 526 4.32 — — — 
Venezuela 114 488 20.50 91 
Israel 81 450 28.47 
Puerto Rico 114 430 17.32 — — — 
Ireland 259 429 4.10 — — — 
Argentina 150 405 10.62 334 
Uruguay 56 400 38.3? 209 
Austria 192 390 6.44 — — 
Chile 106 
- 333 13.38 164 
Italy 161 321 6.21 — — — 
Panama 71 310 21.04 139 
U.S.S.R. 158 308 5.93 
Cuba 101 289 11.63 143 
Union So. Africa 169 288 4.40 
Spain 126 271 7.19 — — — 
Colombia 67 249 16.98 92 
Japan 77 194 9.50 — — — 
El Salvador 60 190 13.54 49 
Nicaragua 60 167 11.15 
Mexico 60 163 10.73 56 
aData from (52, p. 19). 
bData from (92, p. 242). 
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Table 4. (Continued) 
Country U.N. per U.N. per Annual Dominguez 
capita capita rate of per capita 
income income increase, income 
estimates estimates monetary estimates 
1918 1954 (per cent) 1940 
Dominican Rep. 53 161 12.73 39 
Ecuador 44 156 15-35 30 
Brazil 46 152 14.38 80 
Guatemala 48 152 13.54 mm mm mm 
Honduras 45 127 11.39 35 
Costa Rica 76 125 4.03 
Paraguay 3% 124 13.62 "55 
Ceylon 38 109 11.68 — — — 
Peru 72 102 2.60 95 
Thailand 22 75 15.06 
Haiti 50 64 1.75 — — »• 
India 34 59 4.59 — — — 
Bolivia 47 55 1.06 47 
China 29 27 neg. — — — 
cause of the population increase. Population wise, Latin 
America is the fastest growing region in the world, says Dr. 
T. Lynn Smith. The rate of increase for the 20 independent 
republics is about 2 per cent per year, or an increase an­
nually of over 3« 5 million persons. Similar population in­
creases are found only in Tunisia, Formosa, Japan, Turkey, 
and Israel. In 1900 the Latin American countries contained 
2.7 per cent of the world's population; in 1957 the proportion 
was 6.3 per cent (97, p. 2). 
Economists and political leaders within the region would 
be interested in knowing the rates of growth for the indi­
vidual countries and how to accelerate such rates of growth. 
The rates of growth shown in Table 4 are spurious since 
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they do not reflect the inflation which has taken place dur­
ing these 16 years. For instance, the 1938 index of whole­
sale prices (based on 1953 = 100) for the following countries 
is: United States, 47; Venezuela, 59; Chile, 11; Nicaragua, 
18; Mexico, 25; Brazil, 13; Paraguay, 3; and Peru, 13 (35la, 
Table l60). 
The United Nations Statistical Office has surmounted 
this problem of variable price levels and variable exchange 
rates by estimating the "real per capita product." These 
data are not available for all of the Latin American coun­
tries, but Table 5 shows these indices for 1950 and 1955» 
From this 5 year period we can obtain an estimate of the aver­
age rate of growth, expressed in per capita production of real 
income. 
We are aware that any projection into the future from 
present rates of growth are of significance only for il­
lustrative purposes. Too many extenuating circumstances may 
affect the rate of growth in a given period. Argentina's 
internal problem that halted her rapid economic growth of 
the war period decade provides an illustration. Another 
example is the effect of Venezuela's oil sales which have 
become increasingly important on the international scene 
during this period. 
It would be, nevertheless, informative to ask ourselves 
if the rate of growth shown in Table 5 were to continue -
how rapidly would these countries "progress" toward higher 
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Table 5» Index of per capita real income for 1950 and 1955 
for selected nations, with rates of growth and 
projected estimates of number of years required 
to attain specified per capita income levels 
Region Real Real Annual Years to Years to 
per per rate of reach U.S. reach 
capita capita growth 1954 per Denmark 
product product in per capita 1954 per 
1950* 1955^ cent*3 income0 capita 
income 
United States 91 102 2.2 
Canada 92 100 1.6 23.9 — 
Switzerland 95 107 2.4 24.4 — 
Sweden 96 108 2.4 27.0 -
United Kingdom 93 107 2.8 30.0 -
France 94 111 3-4 26.4 -
Denmark 95 100 1.0 88.9 — 
Norway 95 104 1.8 49.7 -
Belgium 92 107 3-0 32.6 -
Finland 93 113 4.0 30.9 -
Netherlands 94 110 3-2 4l.l -
Israel 100 124 5.0 28.9 — 
Puerto Rico 86 105 3.8 39.1 9.2 
Ireland 93 104 2.2 67.1 -
Argentina 106 105 .2 - -
Austria 89 122 6.6 24.3 — 
Chile 92 92 - - -
Italy 86 111 5.0 35.9 -
Cuba 108 119 2.2 85.2 44.6 
Spain 86 113 5.4 36.5 19.6 
Colombia 89 104 3-0 67.8 37.8 
Japan 80 111 6.2 37.5 22.8 
Mexico 101 112 2.2 111.6 70.9 
Ecuador 94 106 2.4 104.2 66.9 
Brazil 93 108 3.0 84.5 54.5 
Guatemala 101 104 . 6 417.2 269.3 
Honduras 90 98 1.6 168.8 112.9 
Ceylon 96 104 1.6 178.4 108.0 
Peru 91 110 3-8 77.6 54.1 
India 92 101 1.8 193.0 143.4 
aData from (35la, p. 485). 1953 = 100. 
^Difference between column 1 and 2 divided by 5= 
cUsing the formula on page 79 and calculating by 
logarithms. 
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levels of economic achievement? To answer this question we 
need a model of economic growth. One of the simplest models 
of rates of growth is that used by Gittinger (138, p. 203). 
One country's per capita income is taken as a norm or goal 
and the model answers the question as to how quickly a second 
country could overtake the first. The formula takes this 
form: 
ÏA (1 + r yA)t = Yb (1 + r yj/ 
where Y^ = per capita income of country A at beginning of 
period of economic development 
Yg = per capita income of country B for the same period 
r yA = annual rate of growth (based on per capita figures) 
for country A 
r y-g = annual rate of growth (based on per capita figures) 
for country B 
t = time period of the period of economic development 
This formula can be used to determine the required rate 
of growth for country B to "catch up" with country A over a 
given time period (let us say in 25 years or 50 years). 
Suppose we ask: What rate of growth will Latin America 
need to catch up with the United States - over the next 50 
years? 
Using this formula and taking the regional Latin 
American per capita income from Table 3 of $120 (1938 U.S. 
dollars) in 1954 as contrasted with $850 for the United 
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States*, and using the rate of growth of 2.2 per cent per year 
for the United States from Table 5> we get the following 
result: 
Yu ( i +  r  y u ) 5 ° =  y l a  ^  +  r  
$850 (1.022)^ 0 = #120 (1 + x)^ 0 
For this, we require a Latin American rate of growth of 6.22 
per cent a year. 
A less ambitious effort would be to attempt to reach the 
per capita income of Denmark. This would be a more attain­
able goal. The size, technological advancement, and economic 
self-containment of the United States provide rather large 
economic advantages. Smaller and less developed nations 
would face difficult obstacles in attempting to catch up with 
such an industrial giant. 
Applying our data (from Table 4) to the case of Denmark**, 
it would take a growth rate of 2.775 per cent a year to reach 
the income level of Denmark within 50 years. To "speed up" 
the attempt to attain Denmark's level of per capita income to 
a single generation (25 years) would take a 3*5 per cent rate 
of growth. This is possible. 
*1954 U.S. per capita income of #1847 (Table 4) converted 
to 1938 prices, using price index from (351a, Table 160), 
**The 1954 Denmark per capita- income of $762 converted to 
1938 prices (33 per cent J or $287, using price index from 
(351a, Table l60). 
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To attain the Denmark level is, at present levels of 
rate of growth, attainable in less than 50 years. The Latin 
American region had a gross income expansion from 1935-51 at 
an annual rate of 5*1 per cent a year, but the population 
growth of 2.2 per cent a year curtailed the per capita income 
growth to 2.9 per cent a year (this figure fell to 2.4 per 
cent a year when 1952 and 1953 years are included) (342, 
p. 10). 
What we have done thus far is to set an arbitrary time 
period of growth and ask "what rate of growth will make the 
attainment of this goal possible in this length of time?" 
This assumes the rate of growth could be changed - which may 
or may not be true. 
A more realistic look into the future would be to assume 
that rates of growth are going to remain approximately where 
they now are, and would ask: "If present rates of growth are 
continued, what will be the lengths of time required to reach 
a certain goal of per capita income?" 
Columns 4 and 5 show the number of years required to 
reach present levels (1954) of the per capita incomes for the 
United States and Denmark. This highlights the bleak outlook 
facing the poorer countries which have been economically 
stagnant. Only by a Herculean effort and a phenomenal rate 
of growth can they hope to attain a yearly income comparable 
to their more prosperous neighbors. 
81 
The magnitude of the required effort is illustrated by 
the history of the two countries which historically are noted 
for their rapid economic development. Japan and Germany had, 
during the peak periods of economic growth, growth rates of 
less than k per cent a year (3.66 per cent for Japan from 
1908-1938, and 2.78 per cent for Germany from 1860-1899) (3^2, 
p. 10). 
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THE PROBLEMATIC SITUATION AS TO THE ECONOMIC STRUCTURE AND 
AGRARIAN STRUCTURE IN LATIN AMERICA 
Predominant Characteristics of the Economies 
A complete survey of the main characteristics of the 
Latin American economy is beyond the scope of this study. In 
fact an attempt to carefully study the various aspects of a 
single economy becomes a major enterprise, as illustrated by 
Aliénés' study of the Cuban economy (6). 
There are, however, at least three important economic 
characteristics that to a greater or lesser degree have been 
evident in the Latin American countries. We shall briefly 
look at feudalism, mercantilism, and monopolistic tendencies. 
Feudalism 
Feudalism, as a social phenomenon, has many economic 
implications. A study by the National Planning Association 
has this to say about the Latin American cultural heritage 
as retarding economic development: 
The European colonists in most of Latin America 
were from feudal culture of Spain....In Mexico and 
the Andean countries they found Indians whose own 
culture was authoritarian....out of these colonial 
origins and the succeeding centuries flow three 
strong cultural influences which affect social and 
economic development: 
(1) pattern of higher education strong in 
philosophy and humanities, weak in applied sciences, 
and unavailable to large number of people; 
(2) high degree of centralization of authority 
in capital cities and central governments with little 
participation in government by large segments of 
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the population. 
(3) lack of widely developed sense of com­
munity consciousness (236, p. 14). 
More detailed accounts of the presence and implications 
of this feudalistic pattern in Latin America have appeared 
in several economic journals (375, 236, and 232). 
The historical and contemporary roots and effects of 
feudalism are closely associated with the encomienda*. The 
encomienda was an institution designed to protect the Indians 
and indoctrinate them in the Catholic Faith, but only served 
to enslave them (165, p. 18). The results of these large 
grants by the Spanish crown were that a few men enjoyed large 
territories whose cultivation was in the hands of classes 
devoid of all rights, sunken into slavery, servitude, and 
ignorance (165, p. 19). 
A prominent contemporary South American journalist has 
stated that the cancellation of the policy of the encomienda 
constitutes the most urgent necessity in Latin America as a 
prelude to any economic development (263, p. 223). By this 
he means that the current idea of special privileges for a 
select handful is a serious hang-over from the grants of 
centuries ago. 
*See Appendix A for definitions of this and other Spanish 
terms. 
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Mercantilism 
It has been suggested that the basic ideas of mercantil­
ism were prevalent at the time of the conquest of the Americas 
and that the ideas of the mercantilists of accumulating gold 
for the mother country and of keeping labor costs to a very 
minimum were quite important in the economic history of Latin 
America (315? p. 82). 
Teichert also suggests that as the countries obtained 
their independence in the 19th century they tried free trade 
ideas - which worked very well for the landed class that 
ruled the countries - but not for the masses of the people. 
In retrospect, he suggests, many Latin Americans think the 
free trade ideas of the 19th century were a "selling out" of 
national resources with disregard for national interests 
(315, p. 88). 
Wythe, in his analysis of industry in Latin America says 
that mercantilism has never died out (395, P» 65)• 
Elgin Williams believes that mercantilism and the feudal 
structure are but the international and national aspects of 
the omnipresent system of oligarchy or oligopoly, with its 
corollaries of authoritarian government; disfranchisement and 
subsistence living standards for the masses; forced labor ; 
and the market consequences of overproduction and undercon­
sumption (385, p. 4l). 
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Monopoly elements 
Closely related to the mercantilist ideas, but in many 
other respects quite important by itself has been the prev­
alence of monopolistic elements on all levels of economic 
life. 
This influence of monopolistic controls has continued to 
permeate the economic activities of all groups and has led in 
many cases to state ownership. Wythe cites over twenty 
specific government monopolies in South America that were 
still operating at the time of his writing (395, p. 73)• The 
International Bank for Reconstruction and Development econ­
omists noted that in Nicaragua the government owns the rail­
road, the telephone, and telegraph communications, the postal 
services, and the power and light plants of the capital city 
and several other towns. In addition the government has a 
match monopoly and owns half interest in the airlines (176, 
p. xxi). 
With the prevalence of monopolies within the general 
economy, it is not surprising that great monopolies grew up 
with respect to land resources. The hypothesis that the 
monopoly control of land resources is a part of the Spanish 
cultural heritage is strengthened by its prevalence in Spain 
itself. A text of Agricultural Economics in Spain states in 
a discussion of land as a factor of production that for reason 
of historic circumstances, the rural property is found in 
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many villages concentrated in a small number of proprietors, 
and sometimes in one sole proprietor. In these cases, the 
number of persons offering land is very much reduced and the 
characteristics of monopoly or of oligopoly are found (224, 
p. 41). 
There are many who do not feel that the presence or 
absence of monopoly elements hinders economic growth. Other 
authorities agree that monopolies tend to create rigidities 
that may affect mobility of capital, of labor, and of tech­
nology. Especially important may be the retardation of in­
novations as Lewis has so well suggested: 
Monopoly is dangerous because of the cloak 
which it can throw over inefficiency, and because 
of the power with which it can resist or suppress 
innovation (208, p. 101). 
There are a number of instances in Latin America where 
the same economic entity has both monopsony and monopoly 
powers. For instance the sugar association of Mexico is a 
monopoly as it sells sugar and a monopsony as it buys sugar 
cane. Banana producers of Central America are another il­
lustration (398, pp. 43-44). 
General Regional Defects in Agrarian Structure 
The same historical factors that have molded the general 
economic and social fabric of the various nations of South 
and Central America have profoundly affected the agrarian 
structure in each country. 
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The main feature of the agrarian structure that is ob­
served by economists, sociologists, and even ordinary tourists 
is the high degree of inequality in land ownership. Comment­
ing upon this fact, the United Nations survey of the defects 
in agrarian structures notes that this concentration of owner­
ship in large estates results both in wastage of land and in 
the reduction of a large part of the rural population to the 
status of laborers with very low living standards. In some 
cases the rural population may contain small agricultural 
holdings under very precarious conditions of tenancy (326, 
p. 37). 
A similar bleak picture of the living standards of the 
masses of rural people is presented in the survey by the 
International Labour Office of the problems of landless 
agricultural workers in Latin America. The origin of great 
variety of social and legal forms which prevail in Latin 
America can be traced to the interaction of the Spanish and 
Portuguese conquest upon the pre-colonial indigenous cultures. 
Among the institutions which the conquerors used to exploit 
the land and to bind the Indians to the land under conditions 
of serfdom were the encomienda, the repartimiento, and the 
merced (180, pp. 1-2). However, in some regions the land 
tenure developed more in accordance with the laws and prac­
tices of Europe. 
Gordon has made a concise summary of how these character­
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istics have influenced the agricultural systems in Latin 
America. (144, pp. 36-40). Dr. T. Lynn Smith also points 
out that since the historical development of the agriculture 
of Latin America was dependent upon essentially a slave 
system, the tools that were put into use have been historical­
ly the tools of slave agriculture, mainly the hoe. As a 
result the Latin American agricultural development did not 
obtain the simple but important technological developments 
of Europe such as the horse collar, the steel turning plow, 
and the four wheeled farm wagon (295, p* 27). 
Consequently, to a large extent, the low technological 
level of agriculture within Latin America is an outgrowth of 
these regional defects in the agrarian structure. 
Tropical climate 
A noteworthy geographical characteristic of Latin America 
is that much of the area lies within the tropics and sub-
tropics. A number of economists have noticed, as Galbraith 
states: "to an extraordinary degree, the problem of under­
development is a problem of the equatorial world" (131, p. 
693). 
Do these two statements complement each other to explain 
some of the economic backwardness and some of the agrarian 
structural defects of Latin America by the climate? Does 
tropical climate actually affect economic development, and 
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if so, how? 
One of the most complete treatments, of this subject 
is found in Lee's book about climate and economic development 
in the tropics. Some pertinent comments are: 
Climatic conditions of the humid tropics affect 
man's activities - sometimes beneficially - more 
often adversely.... 
Plant growth is favored....multiple plant 
species help maintain balance....pure stands 
militate against it and spread disease.... tropical 
plants are low in minerals and proteins.... food 
crops high in carbohydrates.... storage of crops is 
complicated.... (203, p. 153)• 
....with respect to animal production, disease 
and parasitism are greatly favored....heat stress 
is severe to animals not adapted.... indigenous 
animals tolerate the heat but are low producers 
(203, p. 154). 
With respect to human health.... capacity for 
work may be little changed (for newcomers) but 
disinclination for vjork persists.... some reduction 
of mental initiative occurs....accuracy may be af­
fected. ... climatic conditions favor many diseases. 
...malnutrition is facilitated by low mineral and 
protein content of the diet.... 
With respect to industry....heavy rainfalls 
interfere with transportation....may create 
navigable rivers.... climate promotes deterioration 
in many products.... (203, p. 155) • 
Nevertheless, probably non-climatic factors are 
more important than climatic factors as far as 
economic development in the tropics is concerned.... 
of these land tenure is one of the most important.... 
lack of ownership may not in itself greatly upset 
the peasant. But when it is accompanied by in­
security, insufficient sharing in the produce of the 
land, or perpetual economic subservience to the 
owner, it must inevitably interfere with effective 
and wise utilization.... Sequestration of land for 
non-productive purposes or uneconomic use of land 
detracts from the national productivity (203, P« 
156). 
Some of these ideas are in conflict with well established 
pre-conceptions about agriculture in the tropics. The idea 
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is prevalent that large scale single crop operations are more 
adapted to the tropics than to temperate climates. The 
contrary seems to be true when the implications of the bi­
ological sciences are fully considered. 
Jolly has concluded that better farm management practice 
is in opposition to specialized single crops. He notes 
especially the seriousness of disease problems. He also be­
lieves that the deficiencies in so many tropical areas of 
food supplies indicated ready diversified markets (188). 
Plantations 
We have noted that much of the area lies within the 
tropics. Many economists, such as Wickizer (382, p. 77), 
believe that the plantation is inherently an efficient form 
of organization for production of many tropical crops. Also 
in its favor, the plantation offers a simple means of at­
tracting foreign capital (39, p. 38). 
Since there are many plantations within the region 
(especially in the Caribbean and Central American countries) 
we should consider some of the effects of the plantation on 
the over-all agrarian structure. 
The United Nations survey of agrarian structures notes 
that plantations usually have high productivity but are under 
pressure for reform because of the unequal income distribu­
tion commonly found in a plantation economy (326, p. 21; 271; 
and 204, p. %). 
91 
Some other influences of the plantation economy should 
also be mentioned. The plantation thrives on, and tends to 
perpetuate class stratification (388, p. 38o). There has 
also been a strong tendency for investors in plantations to 
protect their stake by influencing the political machinery 
of the country in which they have invested (388, p. 397)• 
Where the plantation involves raw material or land capable 
of producing a key crop, there is also a strong tendency for 
powerful plantation owners to buy up land even though they 
do not wish to use it - to keep it out of the hands of po­
tential competitors. Guerra, the Cuban historian and econ­
omist, feels this was especially true in Cuba during the 
1860-1899 period (l*+5, p. 108). During this period the price 
of steel rails was lowered to where they could be used on 
plantations. As a consequence the number of mills in Cuba 
dropped from over 2000 in i860 to only 207 in 1899 (1^5, 
pp. 90-91). 
Another characteristic of the plantation system is the 
domination of the commercial system of an entire region (145, 
p. 118). 
These characteristics, when all are considered, engender 
low living standards for the masses of rural people. Basical­
ly, these low living standards are at the heart of the objec­
tions to the plantation. Brandt emphasizes that nowhere in 
the world have the most efficient and profitable estates ever 
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provided laborers with standards of living comparable to 
those enjoyed by the family farm people of Europe or North 
America (53? pp. 262-263)• 
Indigenous communities 
An agrarian structure that is of considerable importance 
in certain countries of Latin America is the communal owner­
ship of land by indigenous groups. Of these perhaps the best 
known are the ejidos of Mexico. In 1950? of the land area 
covered by the census (which did not include certain desert, 
mountain and jungle areas) 25% of the land area was in com­
munal ownership (142, p. 65)• 
A significant social aspect also occurs in countries 
with large Indian populations. In 1950, 63$ of the rural 
population in Mexico lived in what Whetten has called "an 
indocolonial culture" - where the persons all speak indigenous 
language, and dress in indigenous clothing, many of them 
using no footwear (142, p. 112). 
The indigenous communities pose very serious problems 
to a nation attempting economic growth, since the communica­
tion of ideas is more difficult. They are not fully inte­
grated into the national economy, but the national economy 
can neither overlook them or ignore them as Mosk and Tax have 
indicated (233, 312). 
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The status of the colono 
Before considering something of the defects of agrarian 
structures within each of the Latin American countries, a 
word should be said about one peculiarity of the prevailing 
tenure systems. I shall make no attempt to describe the 
various forms of tenure as it is found in each country; an 
excellent summary of this is found in the International Labor 
Office booklet (180). However, with respect to the colono, 
there is considerable misunderstanding. I quote from a rural 
sociologist: 
In the delineation of tenure classes in 
Latin America several radical departures from the 
tenure schemes of Anglo-America, familiar to 
American sociologists, become strikingly evident. 
One such departure is the addition of a farm-labor 
category that has no true counterpart north of the 
Rio Grande - that of the colono.... the colono is an 
important segment of the agricultural labor force, 
yet he is seldom adequately represented in the 
census statistics of the Hispanic-American nations. 
When enumerated, he is usually considered to be a 
small scale farm operator, and this is far from his 
actual socio-economic situation. 
The colono is essentially a farm laborer who 
is paid in the temporary or traditional usufruct of 
a parcel of land which is the property of his em­
ployer. Among most of our meridional neighbors, some 
form of colonate labor (colonato, colonaje, etc.) is 
found wherever plantation economies occur. 
....The oft-discussed latifundia and the less 
familiar coloni have their roots in a common historical 
epoch: Imperial Rome. 
The colono in Latin America today differs little 
from his Roman prototype. He is a farm laborer. In 
return for cession to him of a small parcel of land, 
which he may farm to his liking to meet his neces­
sities, or as local custom dictates, he must serve a 
specified number of days each week as a peon (worker) 
on the estate of a large landholder. 
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(However, caution must be used in the use of 
the word, for in some countries it has a different 
meaning entirely; in Cuba all sugar cane farmers are 
called "colonos," in Argentina, all renters are 
called "colonos," in Brazil farm wage laborers are 
called "colonos," and in Colombia the word "colono" 
refers to squatters) (282). 
Subsistence agriculture 
We have noted that much of the agriculture of Latin 
America is subsistence agriculture as we have defined it in 
the preceding chapter. In fact, subsistence agriculture is 
predominant in the world picture; Woytinsky says nearly 60 per 
cent of the world's population is supported by subsistence 
agriculture (3935 p. 419). 
The origin of a great deal of the emphasis or subsistence 
agriculture in Latin America may arise, in part, from the 
mercantilist ideas of the early estate owners. Fernandez 
of Mexico notes that historically the landlords tried to make 
certain that every penny that was paid out in salaries came 
back into the coffers of the estate. The estate store, the 
use of script, and the deliberate isolation of many estates 
(i.e. discouragement of roads and communications) were all 
tools to enforce this policy. 
The granting of land, for which rental was paid in labor, 
to be cultivated on the workers' time also accentuated the 
subsistence economy. The "book credit" of the estate store 
had another important purpose - the creation of indebtedness 
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which was a tool to keep people on the land. 
In many cases, Fernandez notes, the indebtedness was 
"cancelled" by payment of a third party, which to all in­
terests amounted to a "sale" of a worker even though legally 
slavery did not exist (103, pp. 145-146). This non-monetary 
economy survived even the great agrarian reforms. Tannenbaum 
notes that in 1931, in only 649 villages out of 3,611 in a 
special survey in Mexico was cash paid for rental of land 
(308, p. 161). 
This historical influence is no doubt important, but 
also important is the fact that much of the subsistence 
agriculture of Latin America is in isolated areas where the 
market economy has had less effect and where cash is at a 
great premium. 
Li, has suggested that for a solution toward increasing 
the income and well-being of the subsistence farmer, the 
emphasis must be placed on getting this barter or semi-
barter economy into the national money economy (209, p. 162). 
This is what we mean when we suggest that intensive 
part-time farming must replace subsistence farming. 
The difference between the normal type of subsistence 
agriculture and intensive part-time farming was forcibly 
brought home to this writer by farm visits in eastern Cuba. 
On several occasions, it was evident that more was produced 
on intensive 4 acre farms than was produced on some 20 acre 
Table 6. A check* sheet of the 24 agrarian structural defects outlined in Chapter 
IIb 
Country Agrarian structural defects 
1 2 1 4 5 6 7 8 9 10 11 12 11 14 15 16 17 18 19 20 21 22 21 24-
Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
x x  x x x  x  x x x  x  x x x  
x  x x x  x x x x x x  x x x  x  x  
X X  X  X  X  X  X  X  O  X  X  X  X  x x x x x o  
X  X X X  X X X X X X  X  
X X X X X X  X X  X  X X  X  
An x denotes presence of this defect; a blank space lack of information; o 
denotes absence of defect. 
^Detailed material, with references, in the tables of Appendix B. 
^Explanation of column numbers : (l) uncertainties arising from conditions of 
tenure, 12) high fixed costs to operator (particularly, rents;, (3) non-contiguous 
tracts, (4) undersized holdings, (5) lower uses of land arising from pattern of 
ownership, (6) lack of secure titles to land and water rights, (7) high costs of 
operating capital, (8) high costs of land ownership, (9) lack of legal machinery 
for agrarian problems (10) lack of knowledge (particularly, general literacy), (11) 
occupational immobilities, (12) limited opportunities for intensive part time farms, 
(13) low wage levels for agricultural workers, (l4) low health, nutrition, and 
housing levels, (15) population increase placing economic pressure on national re­
sources, (16) immobility of agricultural technology, (17) immobility of capital (to 
rural people, (18) capital leakages that hamper demand elasticities, (19) absence of 
investment opportunities for rural people, (20) inadequate social overhead facili­
ties for rural people, (21) inadequate investments in agricultural productive capac­
ities, (22) depletion of soil resources, (23) inadequate regional employment oppor­
tunities, (24) adverse affects of price activities on rural people. 
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farms. A special study of this problem in 1952 indicated 
that a rural family in eastern Cuba could produce nearly all 
the food requirements for a family of six (worth #600)-using 
1.5 acres of land in intensive part-time farming ; whereas by 
"average" production methods 16.2 acres would be required to 
produce only $500 worth of food. However, under "average" 
methods, only $20 cash outlay a year was necessary; under 
intensive part-time farming methods $200 a year outlay was 
necessary and the labor requirements under the part-time 
system were only a fraction of those required under the 
"average" plan. The big "savings" in land came from not 
keeping oxen, from stabling the milk animals, and from using 
improved agricultural practices (fertilizers, feeds, seeds, 
insecticides, etc.) (229)• 
Abbreviated Review of Our Major Agrarian Defects 
in Each Country 
Any attempt to thoroughly survey the various agrarian 
defects for each country would become a voluminous task. In 
order to get a picture of the existential situation with 
respect to our 24 major agrarian defects, they are presented 
in tabular form in Table 6. A more detailed account, with 
a separate sheet for each defect, is given in Appendix B. 
The check sheets of the Appendix and the check marks of Table 
6 are useful in getting a composite picture of illustrative 
examples of these defects. However, a comprehensive tabula-
Table 6. (Continued) 
Country Agrarian structural defects 
12 1 4 5 6 7 8 9 10 11 12 11 14 15 16 17 18 19 20 21 22 21 24" 
Costa Rica X X X X X X 
Cuba X o X X X X X o X X X X X X 
Dom. Republic X X X X X 
Ecuador X X X X X X X X X 
El Salvador X X X X X 
Guatemala X o X X X X X X 
Haiti X X ; X X 
Honduras X X X X 
Mexico X X X X X X X X X X X X X 
Nicaragua X X X X X X X 
Panama X X X X X X X 
Paraguay X X X X X X X X o X 
Peru X X X X X X X X X X X X 
Uruguay X X X X X X X 
Venezuela X X X X X X X X X 
x 
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tion is impossible. Furthermore, eight countries may be 
checked as having a defect, but enormous qualitative differ­
ences may exist between the extent of this agrarian defect 
among the eight countries. With these cautions and reserva­
tions , let us look at Table 6. 
A Summary of the Prevalence of Our 24 Agrarian 
Structural Defects Encountered in the 20 
Latin American Republics 
A careful perusal of Table 6 and Tables 22-47 that are 
a part of Appendix B furnishes information gleaned from over 
a hundred and fifty references*. 
The information is incomplete for a number of areas, such 
as the credit structure and the legal machinery. One has 
the impression that defects in these areas are more serious 
than our few check marks indicate. 
The only defect which does not exist to any appreciable 
extent is that of non-contiguous tracts. In general, the 
costs of ownerships are not as grievous as in some other 
regions of the world. One has the impression that perhaps 
(for the wealthy) the retention of ownership of land may be 
too easy. 
Inadequate treatment is given to the lack of communica­
* 
This summary contains few bibliographical references : 
the comments are based on information given in Appendix B 
and the relevant references are cited there. 
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tions, the Immobility of technology, investment opportunities 
for rural people, and capital immobilities. However, one 
obtains the impression from reading, traveling, and talking 
with well informed persons about the Latin American region 
that all four of these defects are rather widespread through­
out the region. 
Comments on specific agrarian defects 
The exact nature of the uncertainties encountered in 
agricultural tenure relationships within a given country can­
not be obtained from reading. In many instances laws have 
been enacted to provide greater security of tenure, but the 
laws have not been obeyed. Widespread illiteracy among rural 
people prevents the rural population from obtaining the full 
benefit of laws that have been enacted for them. 
There are many other insecurities of tenure besides those 
that face a squatter. However, the condition of the squatter 
is one which can, at least partially, be enumerated in the 
census figures. 
There are numerous variations of rental arrangements 
within each country. Out of abusive practices in the past 
have come laws intended to protect the tenant by lowering 
the rental fee. These laws are often evaded (as indicated 
in Nicaragua). In some countries landlords have evicted the 
share operators and resorted to paid labor, usually for ex­
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tensive agriculture. 
The necessity of the rural renter providing his own hous­
ing is reported in Argentina, but also exists in many of the 
other countries. This is a great financial burden to the 
already capital-starved operator and a direct cause of in­
ferior rural housing. 
Hon-contiguous tracts in Mexico occur when a family of 
an ejido finds that its allotted hereditary parcel for in­
dividual use is so small as to be an inadequate base for 
family subsistence. They cannot sell nor buy other individual 
tracts in the communal area; if they operate additional land 
they must get a piece from a private holding outside of the 
ejido. 
One must treat the defect "undersized holdings" with 
caution. Within much of the literature on agrarian reform, 
tracts under 5 hectares (12.5 acres) are considered "under­
sized." This is a serious over-simplification. Under condi­
tions of fertile soil, ample rain, and good markets for 
diversified truck crops, a 5-hectare unit is a rather large 
family-sized commercial farm. One family cannot care for 5 
ha. of tobacco without outside labor, and 5 ha. of productive 
coffee trees is about all that one family could care for. 
As a part-time farm, 5 ha. might be over-large; as a 
subsistence base for the entire livelihood of a family living 
on a mountain slope, it would likely be inadequate. 
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The classification by the United Nations report, of the 
under-sized holdings problem in Haiti as a grave defect, may 
be questioned. The mountainous, fertile land lends itself 
far better to horticultural practices than it would to 
mechanization (172). 
The gravity of the situation in Latin America does not 
arise out of the small size of farms per se; many small farms 
in Japan and Germany may have speeded up a stabilized indus­
trial growth by providing "one foot in the land" for the work­
ers. The problem is serious in Latin America because almost 
without exception the small farms (minifundia) are where they 
ought not to be - on the mountain slopes remote from markets, 
remote from employment, remote from education, and isolated 
from the cultural stream of the nation. 
The "latifundia" problem is almost universal throughout 
Latin America; we have discussed it earlier in this chapter. 
We have mentioned the income distribution problem, the 
monopoly and monopsony problems, and the feudalistic rigidity 
in the social and political structure arising out of the huge 
land-holdings. Also evident from the references in Appendix 
B, Tables 26 and 27, is the economic waste involved in main­
taining land idle or in very extensive uses. An important 
corollary is the minifundia. Essentially, this is the forci­
ble extrusion of people from the good lands into the "left­
over" or comparatively worthless lands. This often results 
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in erosion of soil and human resources. 
Commercial credit in agriculture naturally is associated 
with the crops of commercial agriculture. Since most of the 
rural people in Latin America are still in subsistence agri­
culture - for which to date there has not been credit avail­
able - it is not surprising that capital starvation exists 
within this sector. 
In few of the countries of Latin America is there special 
legal machinery to deal with problems of agricultural legisla­
tion; and in some countries there are few laws governing 
rural contracts. 
The lack of knowledge is a widespread problem. The 
general state of literacy is unsatisfactory. Not only is 
there a widespread deficiency in rural areas of general educa­
tion but there is also a serious lack of agricultural informa­
tion. Ministries of Agriculture exist in nearly every country, 
and in nearly every country at least one journal of an agri­
cultural society is published. These serve the wealthy land­
owners - as do also the few university careers of "Ingeniero 
Agronomo", and the technical advisors of foreign import and 
export firms of agricultural products. But the mass com­
munication, through extension services reaching rural homes 
through popular farm magazines, and through public education 
oriented for rural people - these are almost universally 
absent. 
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The occupational immobilities of quasi-legal relation­
ships of servitude are being eliminated in country after 
country, but vestiges of them remain. Immobilities due to 
indebtedness, to ignorance, to geographical isolation, to 
rigid class and racial barriers, and to labor union exclusion 
policies all exist in nearly every country to some greater 
or lesser extent. 
The wage levels existing in most of Latin America are 
incredibly low. To say that the average Mexican farm laborer 
earns only $3 in cash in a year can be partially explained 
by the relatively few days of work that some workers obtain, 
but that the average wage of Argentine year around workers 
is reported as less than $2 per month and that the average 
daily wage on cane farms in Peru in 1944 was $.13 are items 
of information even more serious. 
The level of wages of rural people is an important factor 
in economic development. A representative of "underdeveloped" 
areas, speaking of technical assistance, has stated his frank 
opinion that unless the resulting increase in wealth is shared 
in by the majority of the people, technical aid will fail to 
achieve its purpose (147, p. 2^9)* 
This is a matter of concern for Latin America because 
not only is labor's share of total product of society lower 
than other regions of the world, but the trend is downward, 
whereas in other areas of the world, the trend is upward (68, 
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p. 620). 
The information shown in Tables 36 and 37 is more clearly 
presented by pictorial or literary description. The follow­
ing are a few readings by Latin American authors that portray 
these problems: (263, 44, 297, 3%3, 296, 380, 238, 207, 189). 
Whether or not the population boom is going to be a burden 
or an asset to Latin America is a debatable question. It is 
true that the region is not as limited in land resources as 
the Asian region, for example. It is also true, however, 
that the population increase is largest among those groups 
now having the lowest level of intellectual and material re­
sources. 
Much of the discussion about capital leakage has been the 
leakage due to conspicuous consumption by the wealthy. Sev­
eral of our references call attention to the fact that many 
cultural pressures and several institutional rigidities cause 
capital leakages on the middle class and lower class levels 
also. 
The "backwoods" areas of rural Latin America are primi­
tive in their facilities. Telephones, electric lights, and 
sanitary toilets are rarities. Millions live and die without 
receiving a single letter by mail. Transportation is limited 
by rains, mud, and swollen rivers. Water for bathing and the 
washing of clothes is often limited by the nearness to a 
stream. For these people, as a distinguished University of 
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Havana professor writes: "There is no agrarian reform until 
there are electric lights, schools, sanitary facilities, roads, 
decent housing, and abundant water" (255? p« 100). 
The soil erosion so prevalent among Latin American na­
tions is particularly serious where cultivation is forced 
into the mountain side areas. The expansion of coffee grow­
ing has often been made oblivious to the future soil losses. 
In several countries the political balance of power has 
been traditionally held by the landed interests; where 
threatened, it has been by emerging labor interests - both 
of these groups have been concerned about high levels of 
prices for major export crops and low levels of food prices. 
Although our survey has been a brief one, and one not 
subject to statistical evaluation, it has served to bring to 
bear testimony that all of these 24 defects do occur within 
the Latin American region and collectively do present some ' 
rather formidable barriers to economic progress within the 
region. 
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TESTING OUR HYPOTHESES 
Logically, if data were available, we would like to use 
the same model (or models) which we have used to delineate 
our variables, in the testing of our hypotheses. By examin­
ing the "fit" of reliable data, it is often possible to verify 
or reject a hypothesis, as it relates to a specific economic 
model. 
Unfortunately, we do not have data that can be used for 
the models we have used to identify the economic variables 
and the agrarian defects. The sixteen economic variables and 
the 2k agrarian defects we have identified have not been 
"proven" to exist, nor do we make hypotheses about their 
existence that can be "proven". Having used our models for 
conceptually presenting these variables and defects, we make 
the broad general hypothesis that these variables and these 
defects are all involved in the economic growth process, 
without attempting to specify the exact inter-relationships 
involved. 
An implicit assumption is made that the general rela­
tionships of the sixteen economic variables which are 
identified have already been established in economic litera­
ture. Such an assumption is made, well aware that exact 
agreement on all the variables has not been reached, but also 
aware that any attempt to "prove" or "fit" such variables 
into our models in this study would lead us far afield from 
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our major objectives. 
Having made this assumption, our broad general hypothesis 
becomes the key question for us. We are interested in the 
macro-relationship: do or do not agrarian reform measures 
assist in economic development? From this broad hypothesis, 
the other three hypotheses emerge. 
For analysis of these hypotheses, we are in need of 
analytical tools quite different from the models used to 
identify, conceptually, the component parts of the economic 
growth process and the agrarian reform movement. Our major 
tools will be correlation analyses. For this purpose we 
shall need to use various indices. 
Examples of Indices Relevant to Our Hypothesis 
In trying to devise an index that would give some meas­
ure of progress toward the goals of agrarian reform, avail­
able information is limited. Let us look at some possible 
components of our index and explain why or why not we shall 
use them. 
(1) Degree of mechanization is one of the criteria 
which production economists consider of supreme importance. 
Data on the number of tractors (also other machinery and 
fertilizer consumption), per country are available (324), and 
the amount of cultivable land; consequently a ratio could 
easily be prepared of area cultivated per tractor. However, 
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this ignores the reality that much of Latin American agri­
culture such as coffee and tropical fruit trees do not lend 
themselves to mechanization; the reality that much of the 
land is too mountainous and rocky to utilize machinery; and 
the reality that pushing families off the land into the city 
streets does not per se solve a nation's economic problems. 
(2) The rate of increase of agricultural productivity, 
might be most significant. Where the rate of population 
growth is greater than the rate of growth in agricultural 
productivity, it is obvious that the agrarian structures are 
inadequately serving the national economy. Over the past 
20 years in the Latin American region the agricultural pro­
ductivity has increased 2>5% - but so great has been the 
regional population growth that the national per capita 
agricultural production has declined 8% (346, p. 3)« Un­
fortunately these data are not available for all of the na­
tions in the region. 
(3) The distribution of income to persons in agriculture 
would be of great interest to us. We can get information as 
to the proportion of the calculated gross national product 
that is contributed by agriculture - but we do not have in­
formation as to how the factor returns are distributed. Even 
if we assumed that the factor returns were distributed (as 
to rural and non-rural) in the same ratio as is the total 
product of goods and services, we would have no idea as to 
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how the returns were distributed among the diverse group which 
we designated as "rural." We read, for instance, about the 
low wages of the agricultural laborers in Argentina, yet the 
land owners are wealthy. We also read that in Bolivia, before 
the agrarian reform, 80 per cent of the agricultural labor re­
ceived only 10 per cent of the income (345; p. 126). 
(4) Efficiency of the use of capital would be valuable 
information if it were available. We know that in 1955 the 
Latin American region averaged an investment of Si,585 ($U.S.) 
per employed worker, but the investment was only $770 per 
worker in agriculture (346, p. 9)• 
The net investment in Latin America in 1955 averaged 13 
per cent of the net income; but in agriculture this net in­
vestment coefficient was only 3*4 per cent (346, p. 3)• 
Unfortunately these figures are only rather rough 
regional estimates and are not available country by country. 
(5) Agricultural output per capita of the total popula­
tion can be calculated from data available and is shown in 
column 3 of Table 7» However, this information is inadequate 
for an index of agrarian reform, since it is necessarily high 
for countries largely dependent on agriculture and low in 
countries heavily industrialized. 
(6) Manpower released from agriculture is an index of 
some importance. If a smaller segment of the population is 
needed for agriculture, then economic progress may be facil-
Table 7» Indices relating to various goals of agrarian reform, 20 Latin American 
countries (1952-54 data unless otherwise specified) 
1952-54 
per cap. 
income 
U.S.$a 
1956 Per cap 
% GP contrib' 
due to uted by 
b . c 
aerie k aerie,° 
Per cap. Value of 
agri- agri. 
cultural product 
land^ per ha.e 
Aggregate 
agri. 
product 
index (A)j 
Land 
productivity 
efficiency 
index (B)& 
Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Cuba 
Dom. Rep. 
Ecuador 
(1) 
460 
50 
230 
360 
250 
314 
310 
160 
150 
El Salvador 150 
Guatemala 160 
Haiti 97 
Honduras 150 
( 2 )  
18 
33 
15 
38 
1 
1 
I 
72 
50 
g 
(3) 
82.80 
16.50 
73.60 
54.00 
97.50 
119.32 
96.10 
65.60 
55.50 
79.50 
73.60 
69.84 
75.00 
(4) (5) (6) (7) 
8.63 9.59 55.2 8.0 
.09 183.33 11.0 152.8 
3.10 23.74 49.1 19.8 
2.16 25.00 36.0 20.8 
2.58 37-79 65.0 31.5 
1.15 96.80 79.3 80.7 
1.10 87.36 64.1 72.8 
. 55  119.27 43.7 99.4 
.80 69.37 37.0 57.8 
.27 294.44 53.0 245.4 
1.29 57.05 49.1 47.5 
.12 582.00 46.6 485.0 
.58 129.31 50.0 107.7 
Data from Table 1 of this report. 
^Data from (351a, Table 164) except as noted below. 
°Column 1 multiplied by column 2. 
^Data from (326, p. 100). 
eColumn 3 divided by column 4. 
^Dividing each entry of column 3 by $150; i.e. using $150 as norm of 100. 
^Dividing each entry of column 5 by $120. 
H 
H 
H 
Table 7* (Continued) 
1952-54 1956 Per cap. Per cap. Value of 
per cap. $GP contrib- agri- agri. 
Aggregate 
agri. 
Land 
productivity 
income due to uted 
U.S.# aerie. aerie 
(1) (2) (3) 
Mexico 220 20 44.00 
Nicaragua 155 40 62.00 
Panama 250 34 85-00 
Paraguay 140 51 71.40 
Peru 120 29. 34.80 
Uruguay 359 32h 114.88 
Venezuela 540 9 48.60 
L.A. aver. 271 
U.S.A. 5 92.3 
Denmark 20 152.4 
cultural product 
land ner ha. 
product 
index (A) 
efficiency 
index (B) 
(4) (5) (6) (7) 
4.76 9.24 29.3 7.7 
.64 96.87 41.3 80.7 
.18 472.22 56.7 393.5 
1.19 60.00 47.6 50.0 
1.80 19.33 23.2 16.1 
6.04 19.02 76.5 15.8 
10.77 4.51 32.4 3.8 
^73% 
119.81j 
31.50 
208.77 
61.5 
101.6 
hData are for 1940 (92, p. 227). 
*Data from (324, p. 3). 
^Arithmetic average of all L.A. countries' values in column 5. 
^Data from (330, p. 306). 
Table ?• (Continued) 
1955 % of workers Index C equality Index D agri. Index E men 
in aerie.1 returns10 product per worker11 "released"0 
(8) (9) (10) (11) 
Argentina 25p 72.0 267 100 
Bolivia 63^ 52.4 50 49.3 
Brazil 60P 53-3 79 53.3 
Chile 30P 50.0 133 93.3 
Colombia 54p 72.2 121 61.3 
Costa Rica 56 67.8 191 58.7 
Cuba 4lp 75.6 237 78.7 
Dom. Rep. 70 58.6 84 40.0 
Ecuador 56p 66.1 68 98.7 
El Salvador 64 82.8 99 48.0 
Guatemala 75n 61.3 85 33.3 
Haiti 77p 93.5 49 30.7 
Honduras 76 65.8 97 32.0 
Mexico 58 34.5 69 56.0 
Nicaragua 70 57.1 150 40.0 
Panama 55 61.8 158 60.0 
. 
Data from (345, p. 30) except as otherwise noted. 
mColumn 2 divided by column 8. 
nData from (344, p. 30). This is total product per worker in agriculture, on 
an index basis with average productivity for Latin America equal to 100. 
^Denmark has 25% of active population in agriculture and 75% "released" for 
other activities. This is taken as a "norm" of 100. We subtract items in column 
8 from 100 and divide by 75• 
^Calculated from (351a, Table 163), some are for 1954. 
Table 7» (Continued) 
1955 % of workers Index C equality Index D agri. Index E men 
in aerie. returns product per worker "released" 
(8) (9) (10) (11) 
Paraguay 
Peru 
Uruguay 
Venezuela 
& 
22 
41 
87.9 
46.7 
145.4 
21.9 
S 
356 
113 
56.0 
50.7 
104.0 
78.7 
L.A. aver. 
U.S.A. 
Denmark 
62.6r 
9P 
25P 
55.5 
80.0 
100 49.3 
121.3 
100.0 
World aver. 58.5^  
^Leonard, William. New York. Supplemental data to the United Nations Sta­
tistical Yearbook. Private communication. October, 1958. 
rData from (393» P* 459). 
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itated in other economic sectors. Our statistical informa­
tion as to the proportion of the manpower engaged in agri­
culture could provide us a fairly simple index of "manpower 
released". Supposing Denmark has 25# of the working popula­
tion engaged in agriculture, this could be stated that 75% 
of the population has been "released" for other economic 
activities. Using this figure of Denmark as a norm of 100, 
we could prepare an index of "manpower released from agri­
culture". 
However there are serious objections to the use of such 
an index. It is much easier to mechanize agriculture on 
level land than on mountain land. Industrialization could 
proceed without the agricultural sector supplying food at 
all. In some countries large segments of the population are 
engaged in mining and other extractive pursuits. 
Our most serious objection, however, is that it, to a 
large extent, duplicates the index of productivity per worker 
in agriculture; and of the two indexes, the productivity per 
worker in agriculture would seem to be more specifically 
related to agrarian structures. 
(7) Agricultural output per man is a measure of consider­
able significance since it reveals to us something of the 
level of output and something of the level of efficiency. 
Indications of the extremes of productivity in Latin America 
are revealed in the information of the E.G.L.A. as to the 
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relative productivity of different sectors and different 
countries. Where the gross productivity per worker in Latin 
America is taken as 100; the productivity of agriculture is 
4-6; of mining, 4l0; and of manufacturing, 126. On the same 
scale, in Venezuela the productivity of mining was 1069 as 
contrasted to 21 for agriculture (344, p. 26). 
This information is available for each country and we 
shall find it interesting and valuable. 
(8) Output per hectare might be an important index. 
The output per man may be exceptionally high (as for example 
for Australia and New Zealand) not only because of efficien­
cies but also because of fortunate endowments of land re­
sources per capita. On the other hand countries such as 
Japan, England, Haiti, and El Salvador must use the limited 
land resources with much larger labor inputs. 
An index of attainment of manor goals of Agrarian Reform 
In order to adequately assess the degree to which all 
of the major goals of agrarian reform, we must have some 
fairly accurate measure of income distribution between rural 
and non-rural people and between the various segments of the 
rural population. This we do not have. We are able, there­
fore, to obtain only a very rough index with which to test 
our first hypothesis. 
117 
An index of attainment of efficiency goals of Agrarian Reform 
It would seem from our preceding discussion that we are 
rather limited in data that could be used for the testing of 
our second hypothesis. 
However, the index of productivity per man may serve us 
as a rough measure of manpower efficiency in agriculture. We 
shall look at this index in our analysis in Chapter 5» 
Indices of attainment of goals of individual Agrarian 
Reform measures 
Some of the individual agrarian reform measures are ac­
companied by phenomena that are quantifyable. We shall look 
at some of these phenomena (some of them related to indices 
we have just discussed) in Chapters 6 and 7« 
Data Selected for Our Analysis 
Table 7 provides us with data for various indices. We 
have in column 1 the per capita incomes previously given in 
Table 1. Multiplying this by the proportion of gross national 
product going to agriculture we have an estimate of the agri­
culture product per capita of total population. This, in one 
sense, is a measure of the aggregate production due to agri­
culture; in column 5 is calculated an index of aggregate pro­
duction "due to agriculture," using Si50 per capita total 
population as 100. 
118 
United Nations data are available for the per capita land 
area and from these data we can obtain an estimate of the pro­
ductivity per unit of land area country by country. One prob­
lem plagues us in this calculation - in some countries 
permanent meadows and pastures are prevalent and in other 
countries they are not. It was felt necessary to include them 
for a number of reasons, one of which being that they were not 
separated from cultivated land for Paraguay or Uruguay. This 
inclusion lowers the index for Mexico and the United States 
where much of the permanent pasture and meadow land is in 
semi-arid regions. 
We find that the agricultural production per hectare is 
surprisingly high for some countries where land resources are 
limited and population is heavy, especially Haiti, Panama, 
and El Salvador. Our Index B, "index of land area produc­
tivity," is calculated using $120 per ha. as a "norm" of 100. 
The index C is an attempt to obtain an "index of rela­
tion of equality of returns"; a comparison of proportion of 
manpower used in agriculture and proportion of gross national 
product obtained from agriculture. However, this ratio refers 
to "agriculture" as a sector of the economy and does not 
specify the income to rural people. 
We know that the income distribution between rural and 
urban populations is quite uneven, but we only have fragments 
of information indicating the size of this discrepancy. 
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In Guatemala, a study of income distribution indicated 
that the national average income per capita for Guatemala was 
(in 19^6, in Quetzal) Q136; for rural people Q89; and for 
urban people Q236 (175? p« 430). Here the rural average was 
about 1/3 of the urban average. In Brazil, the Northeastern 
region (75 per cent rural instead of 60 per cent rural for 
Brazilian average) with nearly 32 per cent of the nation's 
population, had a per capita income in 1952 of $84, compared 
with SI89 for the national average (166). In Colombia, in 
1950, the average per capita income for the urban population 
was estimated to be $677, and for the rural population, $200. 
Here the rural 3/4 of the population get only 30 per cent of 
the national income ; the rural income being less than 1/3 of 
the urban income (133, P« 28l). 
Referring again to Index C, we note that in Colombia the 
index shows agriculture getting 72 per cent of a "parity" share 
with the rest of the economy; our data above would indicate 
that rural people get less than 30 per cent of a parity share. 
Similarly for Guatemala the index C indicates 61 for the agri­
cultural sector, whereas the estimates above would be 37 per 
cent for the rural people. Table 8 shows how these countries 
rank in each of the five indices presented in Table 7* 
Index A is influenced by the proportion of men engaged 
in agriculture, the quantity of land available and the produc­
tivity of both men and land. Costa Rica, Colombia and Cuba 
show up higher than would be explained by the above factors. 
Table 8. Ranking of the 20 Latin American countries in five indices of attainment 
of goals of agrarian reform 
Index Aa Index Bb Index Cc Index D d Index E 
(Aggregate (Land (Equal (Man (Men 
agricultural productivity) returns for productivity) released) 
productivity) agricultural 
sector) 
Costa Rica 79 Haiti 485 Uruguay 145 Uruguay 356 Uruguay 104 
Uruguay 76 Panama 393 Haiti 93 Argentina 267 Argentina 100 
Colombia 65 El Salv. 245 Paraguay 88 Cuba 237 Chile 93 
Cuba 64 Bolivia 153 El Salv. 83 Costa R. 191 Cuba 79 
Panama 57 Honduras 108 Cuba 76 Panama 158 Venezuela 79 
Argentina 55 Dom. Rep. 99 Colombia 72 Nicaragua 150 Colombia 61 
El Salvad. 53 Nicaragua 81 Argentina 72 Chile 133 Panama 60 
Honduras 50 Costa R. 81 Costa R. 68 Colombia 121 Costa R. 59 
Guatemala 49 Cuba 73 Ecuador 66 Venezuela 113 Ecuador 59 
Brazil 49 Ecuador 58 Honduras 66 El Salv. 99 Mexico 56 
aIndex numbers from column 6, Table 7» this report. Note that the aggregate 
productivity per capita of Denmark, Si50 is = 100. 
^Index numbers from column 7» Table 7» this report. Note that the numerical 
average of the productivity indices of the 20 Latin American countries, $120 = 100. 
cIndex numbers from column 9? Table 7, this report. Note that this index only 
says that the agricultural sector participated in the aggregate national income in 
proportion to the share of the active working force. 
^Index numbers from column 10, Table 7, this report. Note that these index 
numbers are based on the average productivity in Latin America. 
eIndex numbers from column 11, Table 7> this report. Note the footnote cor­
responding to this column. 
Table 8.. (Continued) 
Index A Index B Index C Index D Index E 
(Aggregate (Land (Equal (Man (Men 
agricultural productivity) returns for productivity) released) 
productivity) agricultural 
sector) 
Paraguay 48 Paraguay ?° Panama 62 Honduras 2? Paraguay 56 
Haiti 47 Guatemala 47 Guatemala 61 Guatemala 8? Brazil 53 
Dom. Rep. 44 Colombia 31 Dom. Rep. 59 Dom. Rep. 84 Peru 51 
Nicaragua 41 Chile 21 Nicaragua 57 Peru 81 Bolivia 49 
Chile 36 Brazil 20 Brazil 53 Brazil 78 El Salvad. 48 
Ecuador 37 Peru 16 Bolivia 52 Mexico 69 Dom. Rep. 4o 
Venezuela 32 Uruguay 16 Chile 50 Ecuador 68 Nicaragua 40 
Mexico 29 Mexico 8 Peru 47 Paraguay 63 Guatemala 33 
Peru 23 Argentina 8 Mexico 34 Bolivia 50 Honduras 32 
Bolivia 11 Venezuela 4 Venezuela 22 Haiti 49 Haiti 31 
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The land productivity as "we look at it carefully seems 
to reveal, above all else, the scarcity of land. Apparently 
more is produced from limited land area because of dire neces­
sity. 
The two indices D and E are quite similar, but Index D 
displays a wider range than Index E. 
Testing Our First Hypothesis 
In testing our first hypothesis, subject to severe data 
limitations, it becomes important to try and visualize what 
our nearest approximation to an attainment of all the goals 
of agrarian reform might reveal. 
Suppose we combined Index A, Index C, and Index D to 
call "our nearest approximation to an index of attainment of 
all the goals of agrarian reform". We can call this the 
OMIAGAE* 3 goal Index. 
We include Index A rather than Index B because a number 
of countries (Bolivia, Panama, and Honduras) that have high 
land productivities also have very large amounts of under­
developed land, indicating that the aggregate is more sig­
nificant for them than the production for land area. 
In Table 9 we show a rough correlation between the per 
* 
Our Nearest Approximation of an Index of Attainment of 
Goals of Agrarian Reform. 
Table 9. Spearman correlation between ONAIAGAR indices and per capita incomes, 19 
Latin American countries 
Rank Rank d d2 Rank Rank d d2 
per ONAIAGAR per ONAIAGAR 
capita 3 goal capita 2 goal 
income3 index" income index0 
Argentina 1 4 3 9 1 4 3 9 
Bolivia 19 19 — 19 19 -
Brazil 8 13 5 25 8 12 b 16 
Chile 2.5 14.5 12.0 144 2.5 11 8.5 72.25 
Colombia 6.5 5 1.5 2.25 6.5 6 .5 .25 
Costa Rica 4.5 3 1.5 2.25 4.5 2 2.5 6.25 
Cuba 4.5 2 2.5 6.25 4.5 3 1.5 2.25 
Dom. Rep. 10.5 14.5 4.0 16 10.5 13 2.5 6.25 
Ecuador 14 16 2 4 14 16 2 4 
El Salv. 14 6.5 7.5 56.25 14 7 7 49 
Guatemala 10.5 8 2.5 6.25 10.5 10 .5 .25 
Haiti 18 12 6 36 18 16 2 4 
Honduras 14 9 5 25 14 8 6 36 
Mexico 9 18 9 81 9 18 9 81 
Nicaragua 12 11 1 1 12 9 3 9 
Panama 6.5 6.5 - — 6.5 5 1.5 2.25 
Paraguay 16 10 6 36 16 14 2 4 
Peru 17 17 - - 17 16 1 1 
Uruguay 3 1 2 4 3 1 2 4 
454.25 306.75 
aPer capita incomes from Table 1 of this report ranked, omitting Venezuela. 
by an average 
ranking; i.e. ranks 13, 14, and 15 are averaged as 14 and ranks 4 and 5 as 4.5* 
^Countries are ranked for Index A, Index C, and Index D and an average taken 
of these three rankings. 
^Countries are ranked for Index A and Index D and an average taken of these 
two rankings. 
Table 9« (Continued) 
Rank Rank d 
per ONAIAGAR 
capita 3 goal 
income index 
d Rank 
per 
capita 
income 
Rank 
ONAIAGAR 
2 goal 
index 
d a2  
1 - 6$.d2 n 2725.5 
rs • 1 -
1840.54 
s 
" n(n2 - 1) " " 6840 6840 
= 1 - «39846 .27 
= .6 = .73 
H 
ru f 
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capita incomes and the ONAIAGAR 3 goal Index mentioned above. 
Me have used the procedure of ranking the countries, first by 
per capita income and then by our ONAIAGAR Index, in the 
procedure outlined by Snedecor (298, pp. 190-192). 
Ostle suggests this type of correlation by ranking is 
sometimes used for evaluating the relationships of m observers 
with respect to individuals ranked from 1 to n by each of the 
observers (243, p. 191). Snedecor suggests that it can be 
used as a short cut method where the data are of uncertain 
value (298, p. 192). This procedure may be helpful to us 
since we cannot use multiple correlation methods nor standard 
regression correlations. Our growth model indicates in­
tricate growth equations with multivariate data (which may be 
auto-correlated) and not a simple bivariate regression equa­
tion. Also we are dealing with non-parametric data; our 
national income figures virtually constitute our population 
and cannot be construed to be a normal distribution, as usual­
ly conceived in statistical data. 
Tate calls this type of non-parametric analysis the 
"Rank-difference coefficient" (310, p. 14), but Ostle and 
Snedecor call it the "Spearman coefficient" and we use this 
nomenclature. 
It may be noticed that we have omitted Venezuela from 
these correlations. The petroleum industry in Venezuela in 
1955 amounted to 95 per cent of the $2 billion sales of petro­
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leum in Latin America (357) p. 29)• This distorts consider­
ably per capita income analysis from Venezuela. 
Also shown in Table 9 is the Spearman correlation be­
tween per capita incomes and a "two goal ONAIAGAR Index" (A 
and D). Here the correlation is even higher. Tate has sug­
gested that a Spearman ranked correlation of this nature can 
be evaluated by its square (310, p. 14). The normal para­
metric methods of evaluation do not apply where we do not 
have a sample of a population but have the whole population 
in our calculations. 
Using Tate's suggestion, we can say that .5, about half 
of the variations among per capita incomes and of the varia­
tions in the ONAIAGAR 2 goal Index can be explained by the 
inter-correlation between the two sets of figures. 
Making the same evaluation of the ONAIAGAR 3 goal Index 
we could say that 36 per cent of the variations can be ex­
plained by the inter-relationships. This is a much "weaker" 
tool; our previous discussion on the defects of Index C of 
Table 7 reveal why this contributes little to the analysis. 
Valid conclusions cannot be obtained from such limited 
evidence. Nevertheless, insofar as ihe effort to produce the 
maximum agricultural production for society with given re­
sources (and in particular with as few human resources as 
possible) are goals of agrarian reform measures, attainment 
of such goals does not seem in conflict with the goal of 
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economic progress. 
Ironically enough the two countries which "rank" lowest 
in our ONAIAGAR 2 goal index, Mexico and Bolivia are those 
which have perhaps had more comprehensive agrarian reform 
legislation than any of the other countries. This should not 
be hastily presumed to infer that such measures have impeded 
the economic development. A more probable hypothesis (a 
valid inference would require much more complete data and 
analysis) would be that the agrarian structural defects oc­
curred with such intense gravity in these countries that 
remedial attempts were precipitated. Consequently the low 
present level of income might be partially explained by the 
depressing effect of the accentuated forms of agrarian 
structural defects and partially by the lag in response to 
the remedial measures undertaken. 
Testing Our Second Hypothesis 
If we rank the 20 Latin American Republics first in order 
of their rank in per capita incomes (in 1952-54 period) and 
then in order of their rank in the E.C.L.A. index of agri­
cultural productivity per man (column 10 of Table 7), and 
then compute the Spearman correlation, we obtain some indica­
tion of the inter-relatedness of these two sets of data. The 
rg for the 20 countries is .80; similar data omitting Venezu­
ela reveal an rg of .825* According to the evaluation men­
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tioned in the preceding section, we can say that the size of 
per capita incomes and the degree of agricultural labor ef­
ficiency might be explained at least to 6b% by inter­
relationships between the two. 
Based upon this analysis, we do not feel we can reject 
our second hypothesis. However, neither can we say that we 
have "proven" our hypothesis. Policy-wise, we can only say, 
with certainty, that this strong apparent relationship merits 
further research. 
Comparing Our Indices with Other Economic Variables 
Having shown some correlation coefficients of per capita 
incomes with improvised indices of attainment of goals of 
agrarian reform, we would like to compare such inter-relation­
ships with similar coefficients for other economic variables. 
This we have shown in Table 10 for several of the individual 
indices shown in Table 7, and in addition some other indices 
for which data are available for most of the countries of 
the region. 
Because of our inadequate data, we cannot make in­
ferences that the size of the Spearman rank correlation 
necessarily reflects the relative importance of the different 
variables in our growth equations. Nevertheless, it is in­
teresting to list some of the rg correlations that can be 
calculated from available data. 
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Table 10. Spearman correlations for various variables with 
per capita incomes, Latin American countries9 
economic variable (rg) to Number of 
P.C.I. countries 
Agricultural productivity .825 19 
Land area .695 19 
Capital formation .47 11 
Per capita exports . 565 1? 
Democratic tendencies .745 16 
Literacy in population .79 19 
Total aggregate agriculture production . 60 19 
Equivalent returns -.1 19 
Land productivity -.476 19 
aData for these calculations are shown in Appendix C. 
From our models of economic growth in Chapter 2 we have 
seen that a large number of economic variables affect economic 
growth. Let us consider some of these variables. 
(1) Total capital and economic growth would be a rela­
tionship of very great importance if we had data. Total 
capital would represent the sum of (a) reproducible capital, 
and (b) agricultural capital. We have some rough estimates 
(from E.C.L.A. 1954 survey) of the total accumulated re­
producible capital for five Latin American countries : Argen­
tina, Brazil, Chile, Mexico, and Colombia. However, this is 
not enough data for a Spearman correlation, and the problem 
of converting these estimates to a single currency is a 
further complication. 
(2) Agricultural capital and economic growth. We do 
not have accurate figures on the value of agricultural capital; 
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we do, however, have data for the land area used for crops 
and for permanent pastures and meadows. This figure gives 
us a rough index of the agricultural resources available. 
Spearman correlation between this variable and per capita in­
comes for 19 countries is .695 (see Table 10). 
(3) Capital formation, or rate of investment in the 
economy may also be important. We do not have information 
for all of the countries in Latin America, but Colin Clark 
has estimated the annual capital formation for eleven of 
these countries. A Spearman correlation of per capita in­
comes to per capita capital formation shows an "rg" of .47 
for the eleven countries having data. 
(4) International trade is an important aspect of the 
economic life of Latin America. Some of the products of 
export and import are agricultural. A rank correlation be­
tween per capita incomes and per capita exports shows an "r " 
of .565' 
(5) Quality of the labor force, according to the Belshaw 
(31, p. 71) and Leibenstein thesis (205, pp. 62-70), may be 
one of the most important factors of economic growth. A 
correlation between per capita incomes and proportion of the 
population literate shows an "r^" of .79. 
(6) Total aggregate of agricultural production per capita 
is higher in the countries with higher per capita incomes : 
although whether this is a result or a cause of higher in­
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comes could be a subject for debate. 
(7) Equivalent returns (our Index C of Table 7) shows no 
relationship to the size of per capita income, but as previ­
ously discussed this information does not tell enough about 
total income distribution to be of much value. 
(8) Land productivity, strangely enough, seems to be 
negatively related to per capita incomes. Further analysis 
of this will be made in Chapter 6, but it appears this index 
reveals more of the population pressure on land than anything 
else. 
(a) Democratic tendencies may be important. Goldschmidt 
has emphasized, as do many other anthropologists, that there 
are close relationships between economic production and the 
political system, religious beliefs, and social life (l40, 
p. 136). Lewis has noted that poorer countries need more and 
better government than rich ones, but are apt to get less and 
worse (208, p. 382). He also notes that good government 
demands a combination of wisdom in the rulers with the consent 
of the ruled - a combination sometimes found in monarchies 
and dictatorships as well as in democracies - but more likely 
to be found among democracies (208, p. 4l6)*. 
A professor of political science, Fitzgibbon, has con­
ducted several research projects of obtaining a "ranking" by 
* 
Lewis also observes that the quality of government 
depends rather upon the quality of the governed than on the 
form of government (208, p. 4l6). 
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competent Latin American observers of the various countries 
with respect to a number of political and social factors. 
Based on these data he has prepared indices of democratic 
tendencies (110 and 111). 
Table 10 shows a correlation between such an index and 
per capita income levels, an nrs" of . 7*+5« This democratic 
tendency could have exerted an influence through several of 
our 16 economic variables identified in Chapter 2, such as 
the level of investment, leakage of capital resources, in­
dustrial organization, efficiency of labor, and perhaps 
others. Democratic tendencies may also be closely related to 
the adoption of agrarian reform measures. 
Relative Priority of Agrarian Reform . 
in Economic Development 
In Chapter 1 we indicated that there were three major 
interpretations of the relationships between agrarian reform 
measures and economic development: 
(1) that agrarian reform measures, in general, by scat­
tering widely among rural people the limited agricultural 
surplus may hamper economic development, 
(2) that agrarian reform measures are essential pre­
conditions for economic development, and 
(3) that agrarian reform measures may well be best suited 
to be carried out along with industrialization and other as­
pects of economic development. 
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The indices and rankings we have examined in the preced­
ing sections of this chapter may assist us with evaluating 
which of these hypotheses is valid for the Latin American 
region. 
In connection with the first suggested relationship, we 
might ask which of the 20 Latin American countries are among 
the highest third in per capita incomes although below average 
in the agrarian reform ranking? We discover that Venezuela 
and Chile fall in this category. 
We might also ask which countries rank in the top third 
of the countries in both per capita incomes and agrarian re­
form index? Uruguay, Costa Rica, Cuba and Argentina are in 
this category. 
These facts are inconclusive but suggestive. There may 
be no general rule about the priority of agrarian reform 
measures applicable to all countries under all circumstances ; 
none of the three suggested relationships can be accepted for 
a general rule, 
A tentative hypothesis worthy of careful investigation 
would be to state that a country with a substantially large 
proportion of its population in agricultural pursuits in 
order to achieve maximum economic development must pursue 
one of three courses: (a) emphasize primarily agrarian reform 
measures ; (b) where endowed with special natural resources or 
geographical endowments favorable to trade, develop these 
economic potentialities either in priority to or concurrently 
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with agricultural reform measures ; (c) adopt a completely 
ruthless program of industrialization at all costs, including 
suppression of all human freedoms and extermination of what­
ever human lives may run in conflict with the master goals 
of the master rulers. 
The nature of this third alternative runs in direct con­
flict with our basic ends and goals that we have outlined in 
Chapter 1. Consequently, it would seem to be excluded for 
consideration in economic analysis, except for those econ­
omists whose preconceived value judgments are so colored by 
Marxian materialism that they distort the ordering of means 
and ends to fit the convenience of their personally judged 
optimum ends. 
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SPECIFIC AGRARIAN STRUCTURAL DEFECTS 
IMPEDING ECONOMIC DEVELOPMENT 
Analysis of each of the individual structural defects 
would be most desirable for obtaining a clear picture of how 
they may impede economic development. If such analysis were 
available, it might be possible to determine the relative 
importance of each defect and by inference, prepare a priority 
of agrarian reform measures as they relate to economic de­
velopment. Unfortunately, measurable information related to 
these variables is scarce. In this chapter we shall thus 
consider our twenty-four agrarian defects in three sections : 
(a) those for which data are available for nearly all 
countries, (b) those for which data are available for only 
part of the countries, and (c) those for which virtually no 
data are available. 
Gittinger made a careful analysis of the eleven agrarian 
defects which particularly refer to the efficiency of agri­
cultural production. Consequently, we shall not endeavor 
here to duplicate his analysis. We shall limit ourselves 
more particularly to the additional defects delineated in 
Chapter 2 (i.e. those not mentioned by Gittinger) and to the 
Gittinger list of defects where pertinent information is 
available. 
Agrarian Defects for *hich Data for Nearly 
All Countries Are Available 
Perhaps the simplest way to analyze the data available 
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for this section would be to use a model that would lend it­
self to simple regression analysis. 
If we conceive of economic development in terms of the 
simple Cobb-Douglas function suggested by Belshaw (31, p. 59)? 
in which there are only two independent variables, a simple 
regression analysis becomes theoretically possible. In order 
to think conceptually of a single regression equation, some 
rather rigid assumptions would have to be made, (a) It would 
have to be assumed that the variable being correlated had a 
direct causative relation to national per capita income, 
(b) It would have to be assumed that the variable selected 
was a measure corresponding to part of either the "C" or "L" 
composite variable of Belshaw's model, (c) It would have to 
be assumed that all other component parts of the "C" variable 
and the "L" variable remained constant. 
Under these restricted conditions, Table 11 shows the 
correlation between per capita income and some pertinent 
economic data that conceivably could meet the assumptions 
given above. These correlations are calculated by the method 
of least squares rather than the rank correlations used in 
Chapter 5 (see Appendix C). 
The coefficients in Table 11 are computed both including 
and excluding Venezuela. The coefficients computed excluding 
Venezuela correspond quite closely with the Spearman coef­
ficients shown in Table 10. The most dramatic shift in co-
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Table 11. Correlations calculated between per capita in­
comes and several pertinent economic factors. 
20 Latin American republics (Data mostly for 
1952-54 period) 
Economic factor Product-moment 
correlation 
(n)* Product-moment 
correlation 
(n) 
Per capita area of 
agricultural land .829 20 .729 19 
% literate the total 
population .636 20 . 686 19 
Agricultural pro­ & 
c
o
 
ductivity per man .199 20 
& 
c
o
 
19 
Per capita capital 
.868 .574 formation 11 10 
Per capita' exports .803 20 .631 19 
aWith Venezuela. 
^Without Venezuela. 
efficients occurs in relation to our agricultural productivity 
per man. The extremely high per capita incomes and the very 
low agricultural productivity in Venezuela rather decisively 
influence the entire calculations. Our decision to omit 
Venezuela from our calculations seems vindicated. In Venezu­
ela the high level of incomes cannot be said to be "caused" 
by agricultural productivity; but can be much more likely 
to be explained by high petroleum sales. This is not true 
however (at least not to this extreme extent) for the other 
countries of the region. 
In terms of our assumptions and the possibility of these 
data applying to the Belshaw model, the first two correlations 
are particularly pertinent to our analysis. The amount of 
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agricultural land available per inhabitant seems to be highly 
correlated with the per capita incomes of the inhabitants of 
that country. A significant implication for countries pos­
sessing undeveloped land resources, is for further research 
to explore this relationship. Future political and economic 
decisions may be obtained from such research. 
The second correlation in Table 11 raises an important 
speculative question. Are more people literate in Country A 
because it has more money, or does Country A have more money 
because it is more literate? This is a debatable question. 
The case of Japan presented by Gittinger (138, p. k?8) sug­
gests that Japan's phenomenal and unprecedented economic 
development may have been accelerated by her rapid strides 
in education. (Notice in Table 5 that Japan recently has had 
a 6.2 per cent annual rate of economic growth.) Here again is 
an important need for more accurate empirical data. 
If we were to calculate regression equations by the 
method of least squares, we would obtain the following equa­
tions . 
A 
For land area per capita income estimates (Y) would be 
expressed as: 
Y = 149 + 33.88.x 
in which x is the amount of total agricultural land area (in 
hectares) per capita= This regression equation would inti­
mate that with zero land resources, a per capita income of 
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$149 would be estimated from the averages encountered in the 
data. 
For literacy the estimate equation would be: 
Y = 23 + 3.484.x 
in which x is the per cent literacy in the population and $23 
per capita income per year is the intercept on the Y axis -
what would be estimated where all were illiterate. 
Use of graphic analysis for multiple correlation 
We have stated earlier that social and economic data do 
not lend themselves to multiple correlation, as the auto­
correlations are so complex that calculations are meaningless. 
However, if we follow through in our assumptions for simple 
regression analysis based on a Belshaw model of growth, it 
may be possible to use the graphic method outlined by Waugh 
(373, pp. 34-41) to see what other important variables may be 
related to per capita income - variables which conceivably 
could be incorporated into Belshaw1s composite "C" or com­
posite "L". 
If we plot a chart of per capita incomes and per capita 
agricultural land we discover a relationship such as shown 
in Chart I. The relationship shown in Chart I could also be 
A 
expressed by an equation: Y = a + bx in which a (the inter­
cept on the Y axis) is $140 and x is expressed in units of 1. 
A 
hectarea with b = $39.50, or Y = $l40 + $39*5*x. 
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This is very similar to the linear regression equation 
calculated in the preceding section. 
If we plot a chart of per capita incomes and per cent of 
population literate we discover a relationship such as shown 
in Chart II. This relationship could be expressed as: 
A 
Y = a + bx in which a is equal to Si5 per year (where the 
entire population was illiterate) and for each 1 per cent in­
crease of literates in the population the per capita income 
increased by $3.97« Y = 15 + 3.97.x. This also is very simi 
lar to the equation calculated in the preceding section. 
However, great caution must be observed in using these 
figures out of the context herein contained. These figures 
are valid only as to the examination of relationships under 
very rigid assumptions and restricted conditions and for a 
selected group of countries at a selected period in time. 
If we proceed with Waugh's suggestion for multiple corre 
lation and plot the residuals from Chart I on another chart 
(Chart III) we can observe that the relationship still re­
mains. This is true if we use literacy for Chart I, or if 
we use agricultural land for Chart I; these two factors seem 
to be definitely related to per capita incomes. 
Now if we proceed further and obtain the residuals from 
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Chart III we can investigate some other relationships shown 
in Table 12. Under these rather special assumptions one 
might infer that after a country had put into productive use 
all of the potential land resources, productivity per unit 
of land area might be pushed as a goal fully as much as a 
Table 12. Rank correlations between size of residuals from 
Chart III and selected economic factors 
Economic factor or index Spearman correlation between 
said factor and residuals from 
Chart III 
Agricultural productivity 
-.086 of labor 
Land productivity index • 743 
campaign of literacy among the population. These might be 
more important than the goal of rapid mechanization of agri­
culture. 
Countries with limited land resources might well consider 
research oriented to maximum yields. 
The low correlation between these residuals of Chart III 
and the labor efficiency factor of agriculture is a revealing 
relationship. Perhaps mechanization does not make sense if 
the agricultural land area is severely limited and if the 
educational level of the rural people is very low. Such a 
hypothesis can be only tentative from our study, but is 
worthy of careful and thorough research. 
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Particular pertinence of these correlations to agrarian 
defects 
The analysis in the foregoing section has highlighted, 
directly and indirectly, how some of our agrarian defects 
impede economic development. 
(1) We especially note how the lack of land resources 
impedes economic growth. Positively, many nations can expand 
the area of productive land. Negatively, loss of land re­
source productivity by soil erosion can gravely affect the 
economic resource base of the nation. 
(2) Where agricultural land is limited, population 
pressures may become acute. Efforts at industrialization, 
international arrangements for inter-country migration, and 
concerted efforts to extend educational and cultural ad­
vantages to the rural masses may all be necessary for the 
removal of this pressure, as well as social and cultural 
pressures to lower the procreation propensity. 
(3) Indications are that high illiteracy rates may great­
ly impede economic progress, perhaps through depressed pro­
ductivity levels, perhaps through greater exploitation of 
large groups by a smaller group (and hence a lower total 
gross national product) for lack of a mass market, perhaps 
through lack of occupational mobility or perhaps through ex­
cessive delays in instituting cultural drag upon population 
increases, or perhaps through a combination of these and other 
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assorted reasons. 
(4) Low productivity per land area - or the inability 
of technology (and capital) to reach throughout both the 
commercial (large and small) farms and the part-time farms, 
seriously impedes the economic development. 
All four of these tentative conclusions are worthy of 
careful and thorough research. 
Agrarian Defects for Which Data for Only Part of the 
Countries Are Available 
We do not find data adequate to assess the degree of 
impediment to economic progress by undertain tenure, by high 
fixed costs, by the presence of non-contiguous tracts, by 
lack of clear titles, by the lack of adequate legal machinery, 
or by high credit costs. These have been analyzed by Git­
tinger and until further information is available, we ac­
cept his findings. 
Under-sized holdings 
This defect is difficult of measurement. The data avail­
able about minifundia or microfundia relate entirely to size 
of tract and do not differentiate between tracts of high or 
low productivity, tracts of part-time and full time farmers, 
tracts amply watered and scantily watered, or tracts accessi­
ble and inaccessible to off-farm employment. All four of 
these qualifications are important. 
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If we rank the countries for which data are available 
as to the proportion of total tracts enumerated by the census 
that have less than 5 hectares (about 12.5 acres) as shown 
in Table 13, and then run a Spearman rank correlation with 
per capita incomes we discover the relationship shown in 
Table 14. For these ten countries we obtain a Spearman co­
efficient of .62. 
Our evaluation of this coefficient is somewhat different 
than the evaluation used in Chapter 5* Since we do not have 
data for all of the countries, we now have a "sample." We 
would like to know if the correlation of our "sample" will 
accurately represent the correlation of our "population," or 
if it could be explained by chance. This is what we mean by 
our coefficient having significance. We conclude there is 
some inter-relationship. 
In more highly industrialized countries this relation­
ship may not hold true. A Spearman correlation calculated 
similarly to that above for 9 northern European nations (Table 
15) gives an rg of .17. Inferences should not be drawn from 
such limited data but a reasonable hypothesis might be that 
small tracts in industrialized nations (where all persons 
live accessible to part-time industrial employment) may not 
retard economic development and might under certain circum­
stances accelerate or help give stability to economic growth. 
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Table 13. Size of land holdings in eleven Latin American 
republics 
Tracts over 100 ha. Tracts under 5 ha. 
% land in % no. tracts in 
Argentina §5b y* Brazil 82° 22^ 
Chile 92Î 
Colombia 64^ 
Cuba 7lS 20® 
Ecuador 88^ 
Guatemala 76g 
Mexico 61^ Ê Panama 13 
Paraguay 
86^ $ Uruguay 
Data from (376, p. 244); this refers to 85% of tracts 
over 500 hectares in size; we do not know how many are over 
100 hectares. 
^Data from (330,  p. 4l). 
cData from (330, P* 42); this is 1935 information. 
dData from (335, P* 194). 
eData from (330, P» 46); are 1946 data. 
^Data from (330, p. 43); 1952, for one province only 
%ata from (180, p. 38); are 1950 data. Note this is 
% of tracts less than 5 manzanas (about 8.5 acres). 
^Data from (330, p. 39)• This is difficult to compute 
because part of the land is in ejidos. These figures are 
only for private holdings (non-ejidos). On the ejidos, the 
average size of unit is 4.4 hectares of cultivated land, 
but some units are smaller and others larger. 
*Data from (330, p. 45); 1950 data. 
^Data from (180, p. 38); 1943 data. 
kData from (211. t>* 11). 
149 
Table l4. Spearman rank correlation between gravity of 
"small tracts" problem and per capita incomes, 
ten Latin American countries 
Rank in gravity 
of problem3. 
Rank in per 
capita incomes 
d d2 
Brazil 2 6 4 16 
Chile 4 1.5 2.5 6.25 
Colombia 7 4.5 2.5 6.25 
Cuba 1 3 2 4 
Ecuador 10 9 1 1 
Guatemala 8.5 8 .5 .25 
Mexico 8.5 7 1.5 2.25 
Panama 6 4.5 1-5 2.25 
Paraguay 5 10 5 25 
Uruguay 3 1.5 1.5 2.25 
&3.Ï0 
= 1 - 6%d^ 
n(n2-l) 
= 1 - 181 
10(99) 
rs = 1 - .38 = .62b 
aLowest % of minifundia ranking highest. 
^Significant at 5$, but not at 1%\ for 9 degrees of 
freedom the minimum coefficient for significance would be 
.602 at and .73S at levels (298, p. 1?4). 
Lower uses of land because of large holdings 
This defect is, by itself, impossible of measurement. 
We have no information that would enable us to determine when 
land is "fully utilized" or when it is in its maximum pro­
ductivity. Under certain circumstances (such as fallow land 
in dry areas) "idle land" may be in its optimum resource use 
for that period of time. Certainly some of the South American 
mountain slopes, from conservation economics point of view, 
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Table 15. Spearman correlation between minifundia index 
and per capita incomes. 9 northern European 
countries 
Country Per cent of 
tracts 
under 5 ha. 
in size0 
Ranka Per capita 
income 
Rank 
of 
P.C.I. 
d d2 
Belgium 90 9 704 5 4 16 
Finland 65 6 549 6 
Netherlands 66 7 526 8 1 1 
Norway 82 8 761 4 4 16 
Denmark 21 1 762 3 2 4 
W. Germany 63 5 540 7 2 4 
Ireland 31 2 429 9 7 49 
Switzerland 57 4 1036 1 3 9 
Sweden 54 3 973 2 1 1 
100 
1 - 6€d2 n 600 rs = 
n(n2 
- 1 -
- 1) 720 
rs = 1 - .83 = .17 
aRank 1 has fewest small farms. 
^Data from (52, p. 19). 
cData from (330) except for Netherlands and Ireland 
(123). 
would be better off "idle" or in forest, instead of in crops. 
Much of the large latifundia in many countries is mountain 
forest which may well be an optimum use for society, over 
time. 
The only tangible evidence we have relating to the de­
fect we have called; "lower uses of land resulting from ex­
cessively large holdings" - refers to the latter part of the 
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phrase rather than the former. We have some information as 
to the degree of concentration of land holdings. This bears 
examination. 
If we compare the ranking of Latin American countries 
as to the proportion of land in tracts under 250 acres with 
the ranking according to per capita incomes, we obtain a 
Spearman correlation of .55 (Table 16). This coefficient 
falls short of significance (298, p. 1?4) at the 5% level 
(.632) but is large enough to arouse interest in further re­
search related to this topic. 
There might be, for instance, a real debate as to whether 
Argentina has one of the highest per capita incomes in Latin 
America "because" it has such large holdings, or "in spite 
of" having such large holdings. At least one Argentinian 
economist takes the second view and suggests that Argentina 
with her climate and richer land should have a higher per 
capita income than North America (60, p. 4?). 
What we do not know, and what we actually need to know 
is whether an efficiently operated large estate is more or 
less or the same in productivity as compared with the same 
area of land operated in smaller units. This we cannot answer. 
However, as we consider the agrarian defect of "lower uses 
of land because of over-size holdings", all available evidence 
seems to indicate that "lower uses of land" is a greater 
impediment to economic development than "size of holding". 
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Table 16. Spearman correlation between proportion of agri­
cultural land in tracts of under 100 ha 
and per capita incomes 
in size 
Proportion of 
land in tracts 
under 100 ha. 
Rank Per capita 
incomes 
Rank 
Brazil 
Chile 
Colombia 
Cuba 
Ecuador 
Panama 
Uruguay-
Paraguay 
Peru 
Bolivia 
rs = 
18 
8 
36 
29 
12 
!k 
1 - 6Zd^ 
n(n2 - l) 990 
4 23 6 2 4 
8 36 1.5 6.5 42.25 
2 25 4.5 2.5 6.25 
3 31 3 
6 15 7 1 1 
1 25 4.5 3.5 12.25 
5. 36 1.5 3-5 12.25 
7n 
14 8 1 1 
9p 12 9 
10c 5 10 
75.00 
: 1 - .45 
?s = "55 
aAbout 250 acres. 
^Data from Table 12 of this report. 
CA ranking made by this research worker, based on review 
of the literature. 
Research in land classification and rural zoning may be de­
sirable. 
Occupational immobilities 
One of the cultural institutions which has imposed oc­
cupational immobility has been the feudal-labor-rental rela­
tionship between the landowner and the ignorant worker on the 
land. This was especially common in the Indian areas of 
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South America, and was one of the characteristics of pre-
revolutionary Mexico. 
A comparison of seven countries that have had this oc­
cupational rigidity in their fairly recent history and seven 
countries that have not had this rigidity is shown in Table 
17. The average per capita income in the former group in 
1952-54 period was S187 per year and in the second group 
$266 per year. 
The difference between these averages is 78.6; we would 
be interested in knowing whether or not this difference is 
due to chance, or whether some explanation (such as the 
feudal structure) is involved. Conceptually we can think of 
the per capita incomes in each group as random samples of per 
capita incomes over time. In that sense, we can test the 
null hypothesis that = 0, with the "t" test as 
outlined by Snedecor (298, p. 85)• We secure a "t" of 1.234 
which is not significant; it could be secured in about one 
out of three samples purely by chance. Our data, then, are 
illustrative but completely inconclusive. 
Defects for Which No Data Are Available 
Of our list of twenty-four agrarian defects that may 
impede economic development we have thus far given considera­
tion to all but ten. 
We are not able to examine these much further than to 
154 
Table 17* Comparison of per capita incomes in Latin American 
countries where labor-rental Indian serfdom has 
been prevalent and where it has not been 
prevalent 
Per capita incomes Per capita incomes . 
countries having3 countries not having 
Bolivia 50 Argentina 460 
Chile 360 Brazil 230 
Colombia 250 Cuba 310 
Ecuador 150 Haiti 100 
Guatemala 160 Nicaragua 150 
Mexico 220 Panama 250 
Peru 120 Uruguay 160 
1310 1860 
Average 187.1 Average 265.7 
s2 = : 100.5 s2 = 113.7 
s = = 10.025 s = IO.663 
Presence of labor-rental serfdom reported for all of 
these countries in (326, p. 17) except Mexico (282, p. 36) 
and Guatemala (180, p. 12). 
^Seven countries, from the literature, most certain of 
not having had, in recent history, this problem. 
repeat the introductory relationships outlined in Chapter 2. 
However, an additional comment is made for four of these 
defects. The Leibenstein model suggests comments for two of 
these. The low wage level of the rural population permits 
no creation of mass market for consumer goods and provides a 
constantly depressing pressure on urban wage rates. 
Highly intensive part-time farm activities, adequately 
provided with capital and technology could conceivably cause 
an increase in the supply price of labor. Moreover, labor 
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coming from such intensive part-time farm activities could 
conceivably have a higher marginal productivity than the 
present surplus landless laborers possess. We shall discuss 
this in Chapter 
Measures related to overall economic activities 
To a great extent all of the agrarian reform defects we 
have mentioned are inter-related to overall economic activity. 
However, four of our list seem, in many respects, to be even 
more specifically general economic problems rather than ex­
clusively agrarian-oriented economic problems - at least to 
a degree greater than the others in our list: (l) the over­
all employment opportunities, (2) the price level relation­
ships*, (3) the domestic capital wastage and leakages, (4) 
and the national expenditures (and concentration) on health 
and medical care. Our inclusion in the list, is to pay homage 
to their importance as possible structural defects that af­
fect rural people. For our purpose it is sufficient to men­
tion them as their importance in the process of economic 
development is generally recognized. 
A short account of some of price-level problems that 
have been encountered in Latin America with reference to the 
agricultural sector is found in Gordon (144, Chapter 15). 
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Our two manor remaining defects 
We have noted in Chapter 2 the importance of "overhead 
facilities" for rural people. We have also noted that "I" 
or annual gross investment must be increased to obtain greater 
economic growth. We can in a wider sense include the need 
for greater overhead facilities and the need for "investment" 
in education as part of our gross annual investment - or a 
larger "I" in a wider sense than is commonly conceived. 
Lacking empirical data, there is not much opportunity 
for careful analysis of the relationships between a very low 
"I" (including overhead facilities and education) among rural 
people as defects impeding economic development. However 
logical relationships may be deduced that may clarify our 
understanding. 
According to the Leibenstein theory of minimum critical 
effort, once an economy is in the stagnating quasi-stable 
equilibrium situation only an enormous massive investment 
effort can get it out of the stagnating quasi-stable equilibri­
um and on its way to accelerated persistent economic growth. 
The apparent implication is that vast sums of money should 
be spent on public works by the national governments and/or 
large investments made by business corporations. However, 
as Belshaw (315 p = 59) points out. the economies of under­
developed countries do not respond the same way as more 
mature economies. The reality is that investments in these 
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economies cannot be made without saving and the whole cultural 
tradition is contrary to saving. The only big reservoir of 
savings is under-employed and unemployed rural labor - which 
in some countries amounts to almost a third of the annual 
manpower days available in the nation (240, p. 46 and 31? 
p. 143). A massive investment effort by millions of in­
dividuals could achieve the same or superior results as a 
massive investment effort by the central government. 
A totalitarian state can regiment lives and drain off 
this unused manpower into public works through forced labor. 
Free nations may have over-worked the policy of "tax the rich 
and give to the poor". Whitaker states that a basic concept 
of taxation is the contribution from each and every citizen 
in accordance with his or her ability (381, p. 484). 
Perhaps free nations have not adequately explored either 
ways of taxation or of getting people to invest part of the 
underemployed labor in items of which they are more intimate­
ly concerned, namely : (a) roads, ponds, ditches, schools, 
telephone lines, and the like to serve their needs ; (b) where 
they have access to even a small plot of ground, to work, 
save and invest in their own home facilities ; (c) in the 
education of their own children. This latter falls within 
our context when the school administration falls upon a local 
entity (district, municipio, or barrio) which is also engaged 
in public works, where school assessments might be paid in 
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work as well as in cash. 
This last section highlights an important problem in all 
of Latin America - the extreme concentration of authority in 
the hands of the central government. Several writers of 
Latin America deplore this concentration of authority and 
the disappearance of any power, financial resources or in­
itiative from the barrio, the municipio, and the province 
(64, 185, 380, p. 554). This topic, however, threatens to 
leave the boundaries of economic analysis and enter the 
domain of political science. 
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SPECIFIC AGRARIAN REFORM MEASURES IN LATIN AMERICA 
TO REMOVE AGRARIAN STRUCTURAL DEFECTS 
A complete survey of all the agrarian reform measures 
enacted in Latin America during the past few decades would 
involve many volumes. Many countries have undertaken agrarian 
reform measures within recent years, dealing with problems 
little known outside of their own country. We shall present 
some of the measures that have appeared in recent literature 
concerning Latin American agrarian reform. These measures 
should be considered as illustrative and not comprehensive. 
Our presentation will be simplified by consideration of 
the individual structural defects. For the first eleven, our 
discussion will be brief to avoid repetition of the "remedial 
measures" discussed by Gittinger. 
We shall omit discussion of (a) the "leakage" of capital 
and (b) the general price level. These topics involve not 
only the agrarian sector, but also the entire economy and 
are discussed in most of the current books on economic 
development (356, 328, 327). 
Many of our other structural defects have implications 
for the entire economy; but we shall consider more specifical­
ly the applications to the rural population. 
Primarily, this chapter will deal with actual measures 
which have been undertaken. However, for some sections no 
adequate provisions have thus far been provided and a possible 
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remedial action based on our preceding analysis is postulated. 
Measures to Improve Certainty of Tenure 
The three major approaches to this structural defect 
refer to: (a) improving rights of squatters ; (b) improving 
security of regular tenants ; (c) improving the opportunity 
of landless persons to become owner-operatorj and (d) promo­
tion of group tenure. 
Our preceding chapter has identified some of the defects 
in the agrarian structure that may have hampered economic 
development in Latin America. We intimated in Chapter 5 that 
progress toward the goals of agrarian reform seems to coin­
cide with economic growth. If agrarian reform acts as a 
causative relationship on economic development, it does so 
by means of specific measures. For our understanding of 
agrarian reform and economic development relationships it 
would be helpful to know a little more specifically the kinds 
of laws and decrees that are being enacted in Latin America 
to cope with these agrarian structural defects. 
Improving the rights of squatters 
From a legalistic viewpoint, squatters have no "rights". 
They are trespassers and could be treated as criminal vi­
olators of the property rights of others. 
However, when society provides no legal way by which a 
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landless worker can obtain either work, land, or housing and 
when areas of land are idle (particularly land in public or 
absentee ownership) - then society recognizes its own short­
comings and says the squatter has committed a lesser offense 
than if he had permitted his family to starve. This attitude 
seems to be the one taken by governments when they grant 
ownership title to land which has been developed by squatters 
and upon which they have settled and worked for a specified 
number of years. With this intention in mind legislation has 
been enacted in the following countries. 
Panama has been granting title to "usufructaries" who 
have been on the land for more than five years (330, p. 44). 
Colombia has a similar provision (331> P« 10). Cuba was the 
first country to adopt such legislation (l80, p. 57) • A 
similar provision now exists in Costa Rica (331, p. 10). 
Improving the security of regular tenants 
Gittinger has shown that improving the tenure of regular 
tenants involves several aspects : (a) the use of written 
leases, (b) the use of cash or a fixed amount of produce for 
rental payments, (c) sharing of variable costs in proportion 
to rental shares, (d) compensation for unexhausted improve­
ments, (e) restrictions of transfer of leased land, (f) 
heritability of leases, and (g) minimum length of tenancy 
arrangements and notice to quit (270, pp. 270-283). 
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How these different items of security have been provided 
for in one country may be illustrated by the following ex­
cerpts from Cuban land laws (the page references are to the 
University of Havana textbook on agricultural law, reference 
93)*.  
(1) Rentals are fixed at 6 per cent of value of farm 
(112). 
(2) Forbids owner getting guarantee for rent (112). 
(3) Tenants may demand revision in rent (115). 
(4) Tenants may in bad years demand 75 per cent re­
duction in rent (ll6). 
(5) Rental contracts officially made for 6 years for 
sugar, coffee, tobacco, cocoa, rice, pineapple, 
and pasture land; 3 years for all other crops (ll8). 
(6) There is obligatory extension of a lease on 
exactly same terms if: renter solicits it one 
year before expiration of lease by a notarized 
petition (118-119)• 
(7) The obligatory extension can be avoided only if 
the owner personally wishes to cultivate the land 
or his sons or parents ; he must give 1 year's 
notice if he so wishes (120). 
(8) For reimbursement of improvements : 
(a) They must be useful (luxurious improve­
ments are not reimburseable); (b) must be made 
on rented land in first half of the rental term; 
(c) the lease is terminating and not being ex­
tended; (d) a rent reduction has not been secured 
because of the improvements (129)• 
(9) Renter given right to remain indefinitely upon the 
land regardless of whether contract has terminated 
or not and as long as rent is paid owner cannot 
dislodge him (134). 
(10) Rights of dislodgment for non-payment of rent 
were suspended by presidential decree - 1315 
(138). 
Most of these sections are based on Law Number 7, 
published December 2, 1948 in the Cuban Government Official 
Gazette, and decrees issued since that time. They are re­
forms stemming from the constitutional government that 
Batista overthrew in 1952. 
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(11) Heirs of renters and widows are given right of 
continuation of rental, with permanency, or 
sale of that right (with consent of owner) to 
a third party (138). 
(12) In case of sale of the land, the renter must 
have first chance at the sale, if sold to a 
third party renter can reclaim his right of 
purchase - provided he can get the money - and 
owner must sell to him at same price as would 
have sold to third party (136). 
(13) Sub-renting is forbidden (but not share-
cropping) (110). 
(14) Rental to foreigners is forbidden (but foreigners 
may share-crop) (110). 
(15) Squatters protected by special decree; given 
right to rent, with permanency, the land they 
are squatting on, up to 250 acres (78). 
(16) Share croppers may have contracts for six 
years and rights of permanency (149). 
(17) Planter is required to furnish every need for 
operation, including housing, equipment, seeds, 
etc. to share cropper (150). 
In Peru, an act passed in 1947 provides for a minimum 
of 6 years for a lease (331, p. 4l). 
Mexico, the country which began agrarian reform measures 
before any of the other Latin American countries, has, in 
all its extensive agrarian reform codes, circulars and decrees, 
very little regulation of tenancy arrangements (98). 
Facilitating owner-oneratorship 
The access to land ownership has deep significance, not 
only for the potential farm operator but also for the farm 
worker. We shall consider here, however, more particularly 
the farm operator category and will defer until the section 
on intensive part-time farms the matter of access to land 
ownership by landless workers. 
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In Bolivia an effort has been made to allocate farm 
workers on the land, preference being given to those who had 
worked in the feudal systems as tenants or farm workers and 
to graduates of agricultural science (330, p. 85). By 1955 
between 50 per cent and 80 per cent of total cultivated land 
in Altiplano and valleys was transferred into the hands of 
country people as an immediate result of agrarian reform de­
cree (118, p. 244). 
Chile has attempted a program of agricultural settle­
ment since 1935 and has benefited 33,500 persons. 
The Dominican Republic has settled 101,378 farmers on 
211,935 hectares (330, p. 111). 
One of the earliest and little known projects of re­
settlement was that of the United Fruit Sugar Company in Cuba 
which resettled 1,714 families in the late 1920's (124, p. 
285).  
Uruguay has had an active program of resettlement since 
1948. Altogether some 550 loans have been made for purchase 
of farms about 154 hectares in size. A previous resettlement 
agency had established 2,843 farms (211). 
Promotion of group tenure 
In a dissertation on economic development in Latin 
America, mention of the ancient Cuzcc empire that existed in 
the Indian areas of South America before the coming of the 
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Spaniards, is pertinent. From our present knowledge of that 
civilization, the masses of Indian people had a higher standard 
of living five centuries ago than their descendants have to­
day (390). The responsibilities and benefits associated with 
the relationship of the Indian to land were entirely dif­
ferent from the responsibilities and benefits which were im­
posed upon them by the Spanish system of private property 
and encomienda (254). It is not surprising, therefore, that 
many elements in Indian culture would look with abhorrence 
upon a system of purely private property (which for their 
people has meant virtual slavery and poverty) and would in­
stead look with nostalgia upon some form of group tenure 
(103, p. 146). 
The Mexican ejido is in a sense a resurgence of the 
ancient communal ideal (380). Under the ejido system, the 
agrarian reform code of 1940 permitted any "population center" 
(except the state and federal capital, centers of more than 
10,000 people or less than 20 persons eligible for land 
grants, sea ports, or colonization centers) to petition for 
community land (98, p. 711). The individual plot, if granted 
from community land was about 10 acres of irrigated or 20 
acres of non-irrigated land (98, p. 716). Exempted from the 
law was property beyond seven kilometer radius of the popula­
tion and within this seven mile radius (103, p. 150), tracts 
of under 125 acres (98, p. 710). 
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Common property was also provided for (98, pp. 721 and 
736). However of the 18,000 ejidos in Mexico, only 500 (in 
1957) were collectively operated (103, p. 152)• Undoubtedly 
the Indian is better off than he would have been under a 
continuation of the old feudal estates (103, p. 144). It is 
not at all certain, however, that the ejido is, even among 
forms of group tenure, the particular type of group tenure 
most adapted to encouraging the economic betterment of rural 
people. 
It has been noted that since 1940, there has been a 
greater expansion of private property in agricultural holdings 
in Mexico than in communal or ejido properties. A number of 
events seem to indicate that an extra-legal absorption of the 
ejidal economy is going on and the impairment of the ejido. 
These events have been noted : 
(1) Operation of communal land of ejidos (the 
pastures and forests) not by the ejido members, but 
by outside concessions. 
(2) Rental of ejido parcels by individual 
farmers. 
(3) Sale, on the same basis, of such parcels 
(under the disguise of the transfer of a parcel) 
and making a note that the private landowner getting 
the land is an ejido member. 
(4) Diverse forms of economic oppression of 
ejido members by private agriculturists and capturing 
of parcels within the ejido itself. 
(5) The ejido member receives a gift for his 
capacity as nominal owner of the parcel but does 
not participate in the actual operation of the parcel. 
(6) À large number of abandoned parcels and 
ejidos (103, pp. 152-153). 
A careful evaluation of the ejido reveals many advantages 
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and disadvantages. The biggest advantages are: (a) the pre­
vention of the resurgence of the exploitive landholding class, 
and (b) the formation of a nucleus of cooperative communal 
organization. The biggest defects are: the serious pater­
nalism of the government wherein the ejido member has a strong 
sense of his "rights", and nothing of his obligations ; the 
costly government subsidy to this form of land tenancy; and 
the extreme rigidity with which an ejido member is tied to 
his plot, whereby he can neither lease, sell, lend, nor bor­
row money on it, (which prohibits any land improvements at 
all) and which binds a man and his heirs to that plot of land 
in perpetuity. The Mexican economist who made this frank 
evaluation concludes that the advantages of the ejido out­
weigh the disadvantages, but that the defects should be cor­
rected (103, p. 155)• 
Although outside the Latin American region, an interest­
ing demonstration of group tenure in a free society is the 
Kibbutz, or communal farms of Israel. Many visitors from 
Asia and Africa (and perhaps from Latin America) are looking 
at the Israeli communal corporate farms as a possible solu­
tion to the problems of group tenure (167 and 200). The 
ejido suffers in that capital and technology do not become 
rapidly enough available to the rural populace. In 19^5, for 
instance, only V$> of the ejidos got any governmental credit 
(38O, p. 195)• The Kibbutz and the Proportional Profit farms 
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of Puerto Rico make technology and capital more available to 
a group. 
The Proportional Profit farms of Puerto Rico maintain 
intact the plantation structure of the sugar industry, but 
prorates back to the laborers proportional shares (in propor­
tion to their wages) of the profits that are made (384, pp. 
206-208). 
High Fixed Costs 
This defect has reference largely to the problem of ex­
cessive rentals to farm operators. The agrarian reform meas­
ure most appropriate is the fixing by law of rent controls. 
Rent controls laws are not too effective: (a) in areas 
where the rural population is largely illiterate, (b) in 
areas where the legal machinery is so cumbersome and expensive 
that a complaint about high rents will bring more "trouble" 
and expense than seems justifyable, and (c) where pressure 
for land is so severe that tenants will knowingly, and gladly, 
pay rents in excess of the legal sales in order to get a 
tract of land. For these reasons, enumeration of what each 
country says that rents "ought to be" may be of only very 
limited value. The important question is, what the rents 
"actually are". This cannot be ascertained without actual 
field surveys. 
The following are examples of specific rent control laws 
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enacted in Latin America. 
In Argentina, a 1948 law reduced rents to a maximum of 
20 per cent of the gross crops ; before this law the customary 
share was 38 per cent of the gross crop for corn and 36 per 
cent for wheat (326, p. 16). 
Colombia has no official measures for control of farm 
rents (but the need for such control is apparent to author­
ities). Indirectly, rent control was provided by a decree 
of 1955 which provides for the compulsory arbitration of 
agricultural disputes, including rent disputes, by a special 
department of the Labor Ministry (331, p. 47). 
Costa Rican law permits tenants to pay rents either in 
cash or in kind, but sets no maximum limits (331, p. 47). 
In Guatemala, the government regulates the leasing of ag­
ricultural land and limits the rent to a maximum of 5 per cent 
of the yield (331, P* 47). Haiti has fixed rental rates of 
public lands at 6 per cent of the land value (330, p. 146). 
Nicaragua has a provision for rent control but it has 
never been applied (331, p. 48). 
In Peru the rent of rural holdings must not exceed 6 per 
cent of the value of property leased and share rents must not 
exceed 20 per cent of the gross product of each crop (331, 
p. 48).  
Under-sized Holdings 
This defect has not been as serious in Latin America as 
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it is in many parts of Asia and Southern Europe. However 
with continued population pressure it could become even more 
serious in future years. Two specific approaches are noted 
in the region: the attempt to prevent excessive division by 
inheritance, and the attempt to encourage enlargement of 
tracts that are now too small. 
As an example of the first approach, Chile has a law 
passed in 19^3 which prohibits partitioning land of less than 
15 hectares (331, p. 32). 
Illustrating the second approach, Honduras has a plan 
for credit for the purchase of additional land for those 
having under-sized holdings (331, p. 7*+). 
Lower Uses of Land Due to Large Holdings 
Economists are concerned about the intensity of land 
use, not only on the large estates and idle tracts, but also 
on the small tracts of land where some of the most serious 
inefficiencies occur. However, we shall discuss this portion 
of the problem in a later section. 
Property and incentive taxes 
One of the main tools of public policy that has been 
advocated to bring about more efficient use of land resources 
has been the tool of a general property tax on land. The 
idea of a "single tax" upon land dates back to Henry George 
(134), (135)• Later advocates of the single land tax 
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emphasized the importance of the land tax providing the in­
centive for efficient utilization of the land. Whitaker has 
suggested that tax laws should not do anything to encourage 
the retention of large quantities of land in the hands of 
single persons or families (381, p. 512). 
McBride calls attention to the fact that in Chile the 
landed interests have been extremely influential in prevent­
ing legislation that would put tax burdens of any consequence 
on the land (235, pp. 174-175)• Another tax problem related 
to land holdings is the tax on partitions of property arising 
out of inheritance. In Chile, this heavy tax (alcabala) made 
it advantageous to preserve estates intact rather than divide 
them among heirs (235, p. 257)• Here again the advice of 
Whitaker was specific: 
The sale and transfer of land and houses and 
all transactions in connection with them should be 
made as simple and inexpensive as possible.... 
property transactions should be in every way speeded 
up and not hampered (381, p. 512). 
Recent economists concur to a great extent with these 
sentiments. Adler writes as follows : 
Since the distribution of real property both 
rural and urban is in most underdeveloped countries 
more uneven than the distribution of income, it 
may well be that the incidence of a proportional 
property tax with a relatively high level of basic 
exemptions is more progressive than a personal in­
come tax; besides it is easier to administer. 
Furthermore, a higher level of property taxation 
may have some beneficial effects upon the prevalent 
habit of devoting private savings largely to the 
acquisition or construction of real property (2, 
p. 594).  
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The general property tax may have been insufficiently 
used in many Latin American countries. Reform measures in 
this sense may involve a rediscovery of the general property 
tax which may then be adjusted, either upwards for encourag­
ing land to be placed into more efficient use or downwards 
(by means of exemptions) to encourage some other socially 
desired goal - such as home ownership, cooperative organiza­
tion, or communal societies. The following examples illus­
trate reforms of these types. 
In Panama, a surtax above the regular property tax is 
levied on untilled land at progressive rates. Similarly in 
Brazil there is higher taxation (or "over-taxation") on land 
which is not used or is not fully used for some branch of 
agriculture (excluding, however, sterile or waste land) (330, 
p. 265)• 
The homestead exemption that is prevalent in at least 
a dozen states of the United States also exists in Brazil 
where the Federal Constitution exempts from rural land tax 
any holding not exceeding 20 hectares if the owner cultivates 
it with the aid of his family and if he has no other real 
estate (33°, p. 264). 
In Mexico the ejido lands are taxed at a lower rate than 
private lands (3, pp. 305-321). 
Redistribution of land 
A key platform in many "land reform" movements has been 
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the redistribution of land to small cultivators and the 
compensation of present owners. Essentially, this has been 
the approach in the Mexican and Bolivian reform movements 
(330,  p.  38).  
Qualitative confiscation 
This is often related to the redistribution of land 
mentioned above but is sufficiently different to be set apart. 
In Bolivia, the efficiently operated intensive plantations 
were exempt from the classification of latifundia and were 
thus exempt from redistribution (330, p. 84). In the pro­
posed Cuban agrarian reform bill of 1947 (which, however was 
not enacted into law) the limit of any holding would have 
been 100 caballerias (3300 acres), but efficiently operated 
units would have been exempt (93, p« 446). 
In Mexico, the intensively operated hennequin planta­
tions and fruit farms had much larger permissible sizes (98, 
p. 7^1)* The cattle industry was granted different sizes of 
maximum tracts, according to the soil fertility and rainfall, 
going up to 125,000 acres in the more desert regions (98, 
p. 745). 
Furthermore, outside the 7 kilometer radius of villages, 
lands that were not to be affected in any way by the donation 
of land to ejidos were (98, p. 7^1): 
I. Farms of less than 250 acres of irrigated land. 
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II. Farms of less than 500 acres of non-irrigated land. 
III. Cotton growing farms of less than 375 acres, if 
irrigated. 
IV. Estates of less than 750 acres planted to coffee, 
bananas, cocoa, or any kind of fruit orchards. 
V. Reforestation areas. 
VI. Agricultural schools. 
In the 1952 Guatemala reform legislation, confiscation 
for redistribution applied only to idle land and not to land 
intensively utilized (230, p. 403). 
From the economist's point of view, the power of the 
state to use eminent domain to confiscate (with compensation) 
land inefficiently utilized would be fully as important for 
small units as for large units. In many cases where mini-
fundia imperil watersheds by the excessive erosion, this 
"qualitative confiscation" might have special relevance. 
Something similar to this already exists in Haiti. Here 
much of the land is owned by the State and the State reserves 
the right to insist that the land be well cultivated - if not 
it must theoretically be returned to the State (80, p. 329)• 
Effect of redistribution on yields 
The effect of redistribution of land on yields has not 
been adequately studied. After the first year of the Bolivian 
Reform, it was felt that agricultural production had been 
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increased (180, p. 248). It may be significant to note the 
much higher gross product per land area from the countries 
having the smaller farm tracts, as shown in Tables 7 and 13. 
Lack of Secure Titles 
Binns has pointed out in his monograph that registration 
of titles and cadastral surveys may not be necessary for 
every agrarian reform measure, but they are extremely helpful 
(37,  p.  5) .  
Very slow progress has been made in this type of agrarian 
reform. Journalistically speaking, it has often been a major 
"bottleneck" in the agrarian reform movement. The following 
cases indicate the limited progress in this area. 
The Dominican Republic has a Torrens System of title 
registration and is completing a cadastral survey. However, 
they do not provide for compulsory title registration (330, 
p. 209).  
Colombia provided for (by laws in 1939 and 1940) the 
establishment of a cadastral service, including a survey of 
landed property and modification of the system of registra­
tion and assessment of land value as a basis for levying 
taxes (331» p. 80). 
Chile organized a National Cadastral Service in 1943, 
but only surveyed one parish (330, p. 209). 
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High Fixed Costs of Operating Capital 
The operational capital requirements of the agricultural 
production sector are greatly different from the general 
capital requirements of the low income, largely illiterate, 
rural masses. The former can be served by adaptations of 
the commercial credit structure for agriculture. The second, 
however, cannot be met by ordinary credit channels, and as 
Binns suggests (36, p. 21) there is a real need among the 
second category for some form of supervised credit. Me shall 
consider these two separately. 
Commercial agricultural credit 
The commercial agricultural sector can be better served 
by adaptations of the regular banking institutions because 
the greater financial resources of the larger landowners 
present greater apparent security for loans to a lending 
agency. However, the special conditions of agriculture (such 
as the seasonal cycles, price uncertainties, weather un­
certainties, the slow turnover of capital, to mention a few) 
are such that the commercial banking system cannot ordinarily 
directly serve the agricultural sector in exactly the same 
way as it can the needs of industry and commerce (16, pp. 
5-19)• Special agricultural credit organizations have been 
needed to adequately serve the needs of commercial agri­
culture. Some illustrations of such organizations in Latin 
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America are here presented. 
In Honduras the National Development Bank has granted 
long term credit (330, p. 226). In Haiti the cooperatives 
have helped reduce the rates of interest; however only 15 per 
cent of the loans made by these cooperatives go to small 
farmers (330, p. 226). In Panama the Farmers Bank has helped 
agricultural development, but has been limited by funds (330, 
p. 226).  
In Costa Pdca the National Bank supplies agricultural 
credit to farmers through agricultural credit committees. In 
1952 there were 24 branches and 38 rural agencies of this 
credit (331, p. 90 and 299, p. 64l). 
In Ecuador credit is granted to small farmers by the 
National Development Banks, which have branches in every 
province and agencies in the district where commercial agri­
culture is practiced (330, p. 90 and 293, P« 656). 
In Colombia the Bank for Agricultural Credit has 233 
branches (331, P* 90). A special bank in Colombia also 
exists for credit to coffee growers (331, p. 88). 
The Agricultural and Industrial Bank in Cuba, begun in 
1950, has made many loans for agricultural production (180, 
p. 93).  
In Brazil the Agrarian Credit department of the Bank 
of Brazil was empowered to grant loans for the purchase, 
survey, and demarcation of small land holdings and the con­
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struction of housing and other useful improvements (180, 
p. 93).  
In Mexico, when the financial needs for agricultural 
operations are considered, the collective form of ejido has 
shown decided advantage over the individual type of ejido 
(380,  p.  210)*.  
Supervised agricultural credit 
Supervised agricultural credit is essentially a social 
service effort of the government. The attempt is to not only 
provide instruction in better methods of agriculture and home 
betterment but to also furnish loans for carrying out such 
plans of improvement. It is not a form of credit which will 
"pay for itself" by the interest charged. It is more nearly 
comparable to educational programs such as agricultural ex­
tension work, vocational agricultural teaching with adults, 
or a social welfare work in a rural setting. A few examples 
of this kind of activity are cited. 
Paraguay is the country in Latin America having the 
longest record of a supervised farm credit system. The 
An interesting development outside of the Latin American 
region is the special rural credit project in Egypt. This is 
a joint project of the government and the commercial banks ; 
the advantage being that the government tax collectors can 
help collect the installments as they come due (326, p. 39)• 
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Credito Agricola de Habilitacion was serving in 1951 12,000 
of Paraguay's 95,000 farm families (251, p. 595 and 251, pp. 
222-230). However, Puerto Rico has had a program of super­
vised farm credit since 1938 (384, pp. 179-195)« 
An experimental program of supervised farm credit was 
begun in Honduras (76). It was estimated that cost of super­
vision amounted to k0% of the loan. This interest rate would 
be impossible for a banking institution. Such a charge could 
only be born by a government extension or social welfare 
budget. Maddox estimated that a team of supervisors (an 
agronomist and a home economist) can after the 2nd or 3rd 
year of work in a local area, service 75 to 100 loans, give 
reasonably close "on the farm" advisory service to about 100 
additional families, and carry out a series of demonstrations, 
group meetings and other activities to reach 500 other 
families (2l4, p. 219). 
Cooperative credit 
Belshaw suggests that there are many educational ad­
vantages to cooperative credit, from cooperative credit as­
sociations, in addition to the money involved (28b). How­
ever, this form of credit has not been prevalent in rural 
areas of Latin America. 
There may be posed an important question at this point. 
Why have not the educational, religious, governmental, and 
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labor leaders at the local levels promoted to a greater ex­
tent this type of credit*? 
High Fixed Costs of Ownership 
Generally speaking, two of the major costs involved in 
owning land are the taxes imposed on such ownership and the 
interest payments being made for the purchase of land when 
the owner does not possess full equity in his property. 
We have noted that in Latin America taxation is not a 
heavy burden upon land ownership. However, for the operator 
who is trying to become an owner, there are some difficulties 
involved in obtaining credit and the high cost of such credit. 
Two examples of governmental efforts to provide more adequate 
credit to facilitate owner-operatorship are those of Argentina 
which has provided credit facilities for tenant farmers to 
acquire free hold of land (180, p. 92, and of El Salvador 
which has a plan for making loans for family farms up to 6 
manzanas (212, p. 710). 
Although the provision of credit for maintenance of 
owner-operatorship is technically different from the provi-
* 
Cooperative Credit, although almost nonexistent in 
Latin America is of great importance in many countries of 
Europe and Asia. In 1956, there were some 300,000 co­
operative credit societies in the world, with over 42 million 
members and assets equivalent to more than 10 billion U.S. 
dollars (178). 
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sion of credit for current farm operations, they are in many 
instances administered under the same agency. Consequently, 
many of the measures mentioned under the extension of owner-
occupancy and under the provision of operating credit also 
apply to this section. 
Provision of Adequate Legal Machinery 
Passage of laws may be a futile gesture if no adequate 
* 
machinery is worked out to implement such laws . This is 
especially true with laws that affect: on the one hand, 
persons with heavy vested interests ; and on the other hand, 
ignorant and poverty striken peons. A few attempts toward 
providing more adequate and appropriate legal machinery for 
dealing with land tenure and land tenancy problems are now 
cited. 
In Argentina a 1948 act provides for regional joint 
compulsory conciliation and arbitration boards and a central 
tribunal under the Ministry of Agriculture. This agency has 
the sole power to deal with disputes between landlords and 
tenants (180, p. 73) • 
* 
In agricultural regions where agricultural tenancy rela­
tionships have been more thoroughly developed, such as in 
England, (330, p. 121) and in the Netherlands (331, p. 34), 
committees for resolving differences of interpretations and 
compliance of farm leases have proven invaluable. 
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In connection with the Agrarian Reform of Bolivia, the 
government set up the National Agrarian Reforms Council for 
the purpose of drafting regulations concerning agrarian re­
form, hear suits concerning land claims, to grant land titles 
to new beneficiaries and to organize local boards and co­
operative societies (330, p. 85)• 
Colombia has a compulsory Agrarian Arbitration Commission 
to review tenancy and share-cropping arrangements (331, p. 
41). 
The agrarian reform laws of Mexico provide for a complete 
system of agrarian organizations to carry out the functioning 
of the reform laws (98, p. 697). 
Dissemination of Knowledge 
An accurate presentation of knowledge as it relates to 
economic development, it seems to this writer, requires a 
division of the problem into at least four component parts. 
For the sake of simplicity let us consider the case of primary 
education, of secondary and technical education, of tech­
nological information, and of apprenticeship in entrepreneur-
ship in four separate categories. 
Primary education 
The development of a technological improvement in any 
society is in part dependent upon the ability to convey precise 
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but also the kind of education is important. An alarming 
development occurring throughout Latin America is the flock­
ing into the capital city of various countries of millions of 
inhabitants far beyond what can ever hope to be adequately 
housed or absorbed into employment. One of the key reasons 
for this phenomenon is suggested to be the extreme urban-
centeredness of the educational systems (350, p. 170). 
A major fundamental, in terms of rural improvement is 
that "the rural schools must be rural" (8, pp. 142-163)• 
We need also to consider the general cultural implica­
tions of education. A sociologist notes that the large ex­
tended family tends to increase the human fertility rates 
"because the cost of rearing children does not fall so heavily 
upon the parents" (83, p. 90). Stated in another way, this 
could also imply that if parents were asked to share directly 
the cost of the primary education of their children, there 
would be tangible incentives to population control. 
Another aspect of the problem of primary education is 
the relative isolation of many rural communities. A social 
scientist calculated that one third of the population of 
school age (in Bolivia) lived in centers of population having 
less than 50 persons (11, p. 4). His argument was that this 
indicated the impossibility of these children getting an 
education; this writer suggests that the same data also pro­
vide arguments for greater local contributions and control 
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information to workers and to consumers. The printed word 
becomes an almost indispensable tool for communication of 
basic ideas, safety instructions, laws, and instructions for 
the use of new products. Illiteracy becomes an enormous road­
block in the path of progress. The elimination of illiteracy 
involves both comprehensive programs of universal primary 
education for children, and at the same time some method of 
making the illiterate adults at least partially literate. In 
discussing the relationship between this need for basic liter­
acy and economic development, it may be necessary to dis­
tinguish between private interest vs, social interest, and 
also between short run benefits vs. long run benefits. 
Lewis questions as to whether primary education for 
everyone is an economic necessity, and suggests that if there 
are priorities in a limited educational budget, the priority 
be given by the State to technical education rather than to 
mass education (208, p. 183)• 
Related to this question is another blunt reality. Some 
vested interests do not want the masses literate (208, p. 
183). Bossing calls attention to the fact that in the early 
history of the United States strong opposition to universal 
public schooling existed from those who thought the public 
interest best secured by the common people remaining il­
literate (46, p. 20). 
With respect to economic development, not only the amount, 
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of primary education and highlights the rather blunt neces­
sity of the teacher being willing to live in the local com­
munity. 
Since widespread illiteracy is such a major obstacle to 
economic and cultural progress, new methods of attacking this 
problem are needed. 
Daubach has shown that getting the adult illiterates 
taught can be a task largely of volunteers (201). His simpli­
fied method has been used in dozens of countries around the 
world. 
Two other special forms of attack on the problems of 
widely disseminating knowledge are worthy of special mention. 
(a) the Dominican Republic has held a large literacy 
campaign and has organized young farmers clubs (331, p. 122). 
(b) Colombia has established a radio station for mass 
education (331, p. 122). 
Secondary and technical education 
Lewis has suggested that education is a consumption good 
as well as a productive one and that secondary and technical 
education may be as much or more important for economic 
development than primary schools (208, p. 183). 
Table 18 shows a rank correlation between per capita 
income and the proportion of the population in primary schools 
and the proportion in secondary and technical schools. The 
Table 1.8. Rank correlation between proportion of population in schools3 and per 
capita incomes'3, 19 Latin American Nations 
% total Rank Rank of d d2 % total d a2 
population P.C.I. pop. in 
in secondary primary 
and technical schools 
schools 
Argentina 2.1 3 1 2 4 13.7 5 4 16 
Bolivia 1.3 8.5 19 8.5 72.25 7.6 17 2 4 
Brazil 1.3 8.5 8 .5 .25 7.9 15 7 49 
Chile 2.8 1 2.5 1.5 2.25 15.1 3. 5 1 1 
Colombia 
.9 14 6.5 7.5 56.25 9.1 14 2.5 6.25 
Costa Rica 1.4 6. 5 4.5 2 4 15.1 3. 5 1 1 
Cuba 1 13 4.5 8.5 72.25 11.5 6. 5 2 4 
Dom. Rep. .8 15 10.5 4.5 20.25 11 10 .5 .25 
Ecuador 1.1 11 l4 3 9 11.5 6. 5 7.5 56.25 
E. Salv. 1.9 4.5 14 9.5 90.25 10.3 12 2 4 
Guatemala 
.5 16.5 10.5 6 36 6.7 18 7.5 56.25 
Haiti .4 
.4 
18.5 18 .5 .25 5.6 19 1 1 
Honduras 18.5 14 4. 5 20.25 7.8 16 2 4 
Mexico 
.5 16.5 9 7.5 56.25 11.1 9 — — 
Nicaragua 1.4 6.5 12 5.5 30.25 9.2 13 1 1 
Panama 2.7 2 6. 5 4.5 20.25 15 2 4.5 20.25 
Paraguay- 1.1 11 16 5 25 15.9 1 15 225 
Peru 1.1 11 17 6 36 11.3 8 9 81 
Uruguay 1.9 4.5 2 .5 2 4 10.8 11 8.5 72.25 
rs - 1  ~ ; m 559.  r s ~ 1 " t M 602.50 
= 1 -
.49 - 1 - . 53 
= .51 = .47 
aFrom (341, pp. 86-99). 
bFrom Table 1. 
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amount of time-lag is ignored, although it is no doubt a 
factor to be considered in a more precise evaluation. 
If we evaluate these rg's according to Tate's suggestion 
we can say: 22 per cent of the size of per capita income of a 
country and the proportion of the population in primary schools 
may be due to the inter-relations between these two variables ; 
and 2o per cent of the size of the per capita incomes and the 
proportion of the population in secondary and technical schools 
may be due to their inter-relationships. 
If we consider that study in a primary course is a pre­
requisite for study in a secondary and technical school, it 
seems odd that the rs should be smaller for a primary school­
ing than for secondary or technical schooling. The Lewis hy­
pothesis seems apparently substantiated, particularly if we 
reason in the following fashion. Given that 26 per cent of the 
inter-relationships between per capita incomes and education 
is due to secondary and to technical training, and that part 
of the influence of primary education is already included in 
this 26 per cent (since primary education was a prerequisite of 
secondary and technical training) - the question arises, what 
influence can primary education exert on per capita incomes, 
excluding this secondary and technical school effect. Sub­
tracting 26 from 22 we get a minus h per cent. This does not 
mean that primary education is necessarily of negative value 
by itself, but that its value to society may be more as a pre­
requisite for secondary and technical education than its 
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value for its own sake. 
We can illustrate this "by the following example. In a 
county of 25,000 people suppose there are 500 hoe-wielders 
and 500 auto mechanics. Will the general economy of the 
county be greatly different if all the hoe-wielders are ig­
norant or if they have finished the 6th grade? In the short 
run the answer may apparently be no. There is not any ques­
tion, however, as to whether the county will be better off 
if the auto mechanics have or have not had proper technical 
training. However, for the hoe choppers themselves, as far 
as their mobility is concerned, their protection from ex­
ploitation, and their ability to obtain other part-time work, 
those having the primary training are in a greatly advantaged 
position from those not having any. This leads to the general 
conclusion that over the short run (a decade or less) the 
marginal return for primary education is greater to the in­
dividual than to society as a whole. 
However this may be in the short run, it is not likely 
to hold in the long run, as the size of the technically 
trained labor force is limited by the size of those having 
primary training - and conversely the size of the completely 
unskilled and untrained labor force for which advancing tech­
nology has no openings is determined largely by the residual 
of those not getting primary training. 
Analysis of literacy rates and economic progress by a 
rural sociologist provoked the following hypothesis : where a 
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country has advanced in education proportionally more than in 
industrial progress might well concentrate more heavily upon 
industrial development, whereas countries that are proportion­
ally backward in literacy might well concentrate more heavily 
upon increasing literacy among the population (139, p. 6). 
Other aspects of education are of great importance to 
rural people. Special mention should be made of secondary 
schools in general, and of homemaking education for young 
women. 
Dr. T. Lynn Smith has suggested that each municipio in 
Brazil maintain a good secondary school - as an important part 
of the agrarian reform measures for Brazil (297, p« 4l). 
The great importance of women in developing the rural home 
is often ignored. A United Nations Educational, Scientific, 
and Cultural Organization publication states : "Research has 
shown the woman's part in homemaking and child-rearing to be 
of even greater importance than was originally thought" (348, 
p. 48). 
A survey of all the educational institutions affecting 
rural people is impossible in this paper. We shall, however, 
mention two examples of agricultural schools on the secondary 
level. (Similar schools exist in many of the other Latin 
American countries). 
(a) Colombia has established several vocational schools 
for agriculture and stock breeding (331? p. 122). 
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(b) Cuba has a school for teaching agriculture in each 
of the six provinces (238, p. 226). 
Apprenticeship in entrepreneurship 
This agrarian reform measure is not, strictly speaking, 
a product of the dissemination of knowledge in the formal 
sense, nor hardly a "measure" that can be enacted by law or 
decree. 
Perhaps entrepreneurship is more a function of general 
cultural factors than of the formal educational process. In 
any event, it is a factor of considerable importance. In 
connection with agrarian structure, it is important to con­
sider the hypothesis by a German economist that the family 
farms of Germany were extremely important in contributing an 
element of entrepreneurship and initiative for the furtherance 
of the German industrial revolution (291, p. 77)• 
A fascinating question for further research is: are the 
primary teachers of a country primarily from families of 
entrepreneurs or from families of laborers (white collar or 
blue collar), or from families of bureaucrats? What effect 
does this class structure of the teaching profession have on 
training of children for entrepreneurship (69, 3&7, 140)? 
Occupational Mobility 
If we become concerned about occupational mobility to 
rural people as an agrarian reform measure, there are certain 
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fundamentals involved. Mobility of labor is restricted by 
widespread ownership of land and by institutions which tie 
people to particular occupations or employers such as slavery, 
serfdom, caste, racial prejudice, or religious discrimination 
and all institutions which deprive the individual of the in­
centive to seek remunerative employment (208, p. 93)• 
Dalton has suggested that the main instrument for in­
creasing the freedom of workers to make a freer choice than 
at present is through better and more equally distributed 
facilities of education and training (78, p. 264). 
The importance of education for increasing mobility has 
been discussed in the previous section. The problem of re­
moving institutional barriers and racial prejudices is per­
haps even more serious, for the South American Indian who 
speaks and dresses differently from the "ladino" or non-
Indian. In Mexico, Gonzalez Santos points out that 63 per 
cent of the rural population were of entirely Indian culture; 
that is, they dressed according to their tribal customs and 
spoke only their tribal tongue (142, p. 112). 
The traditional labor rental and servitude customs 
provided serious impediments to occupational mobility. In 
Mexico, before the agrarian reform, half of the population 
were serfs. The condition of the rural population is now 
greatly improved (326, p. 6C) as a result cf t he elimination 
of such labor rental servitude. Similarly, the Agrarian 
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Reform decree of Bolivia abolished the system whereby personal 
services are performed without payment or in exchange for 
benefits granted by the landowner (180, p. 6). 
An additional factor of some importance to occupational 
mobility is the accessibility of accurate employment informa­
tion. This has been one of the needs that the U.S.D.A. has 
felt important for helping low income families in United 
States agriculture (358). 
The quotation from Lewis at the beginning of this sec­
tion indicates that more widespread landownership may prevent 
labor mobility. This may explain in part the opposition by 
business interests concerned with cheap labor to any kind of 
land distribution plans. In Mexico, we have noted that the 
ejido does tend to freeze human resources to the land. How­
ever, it is also interesting to note that in the great re­
gional migration toward the cities in Latin America, the 
migrants are largely landowners and tenants and few of them 
are the landless workers (350, p. 178). 
The United Mations preliminary report on world social 
conditions lists the following major obstacles to labor 
mobility: 
(a) Lack of reliable and adequate information concerning 
job opportunities and working and living conditions 
in other occupations and areas. 
(b) Personal resistance to a change of occupation or 
residence or both, including the tendency for 
workers to carry on their father's trade as a 
tradition. 
(c) Lack of the necessary skill to fill the available 
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jobs and of adequate and suitable training and 
retraining facilities to develop and adapt skill. 
(d) cost involved in changing from one occupation or 
area to another. 
(e) restrictions on entry into various occupations. 
(f) differentials in wages, working conditions and 
the cost of living from one occupation, industry 
and area to another. 
(g) lack of suitable housing in areas with job op­
portunities. 
(h) lack of transport means. 
(i) discrimination in employment, based on sex. creed, 
color, age, disablement, etc. (3*+l, P« 11*+5. 
Elimination of these obstacles for rural people are 
agrarian reform measures of great consequence. 
Intensive Part Time Farms 
A great share of the burden of rural poverty might be 
pinpointed at this agrarian defect. 
What is the status of the ignorant rural person? Does 
he have land or does he not? If he has no land, he is a 
landless laborer subject to merciless exploitation. If he 
has land, he may be using it inefficiently with wastage of 
human effort and perhaps also depletion (67, p. 58) of the 
soil resources. 
Ignoring the intricate inter-relationships involved in 
this problem, two equally serious fallacious conclusions often 
emerge. 
The first fallacy is that the ignorant worker will always 
misuse land if he has it, so it is better for him not to have 
it (and incidentally his labor supply price will be lowered 
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for the convenience of potential employers). 
The second fallacy is that the economic future of this 
person will be entirely solved by giving him a plot of ground. 
The nature of subsistence agriculture needs to be care­
fully analyzed. Subsistence agriculture consists of: (a) 
production for home use and (b) failure to use the market 
economy. Subsistence agriculture is usually also associated 
with: (c) geographical isolation, due to distance, topograph­
ical conditions, or lack of communications; (d) cultural 
isolation, due to poverty, ignorance, and racial barriers; 
and (e) great inefficiencies in the use of land and labor 
inputs in order to produce home necessities under an extreme 
form of capital rationing. 
The first of these five characteristics of a subsistence 
economy is not by itself contrary to economic growth and may 
actually contribute both to economic growth and to economic 
stability. The last four characteristics are all in direct 
conflict with economic growth. 
Realization of the first characteristic, while eliminat­
ing the other four, may be a key crucial aspect of agrarian 
reform. We have distinguished this type of "non-commercial 
agriculture" from the normal forms of subsistence agriculture, 
by calling it "intensive part-time farming." 
That which would seem to be essential for the success 
of an intensive part-time farming plan actually contributing 
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to economic development would be: 
(a) A size of unit adequate for production of ample 
food supplies for a rural family, but with virtually 
nothing for sale. 
(b) Location (close to employment), technology, 
and credit all to be "sold" to the buyer along with the 
plot of ground. 
(c) Handling of such workers plots to be done by 
banks or a government agency, with no private mortgaging 
permitted. 
(d) A realistic adjustment policy by which at any 
time the tenant wishes to surrender his contract he may 
receive a discounted part of what he has "saved" or in­
vested in the tract. 
(e) A simple standard plan of rural home construc­
tion which can be built by the home-owner himself. 
By the phrase "selling the technology" is meant that as 
long as indebtedness was due on the tract and supplies, there 
would be no option about the use of improved agricultural 
practices. A fairly uniform plan would be worked out for 
that area, and, whether or not the person thought he wanted 
them, would receive and be charged for his plowing services, 
improved varieties of fruit and vegetable plants and seeds, 
fertilizer, baby chicks, other animals, balanced poultry 
feeds, and the necessary insecticides for proper care of his 
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crop and livestock operations. 
One example of this type of agricultural program is the 
project for subsistence farms in Puerto Rico. By June 19^3, 
the Farm Security Administration had made loans to over 
10,000 subsistence farm units. Most of these were about 2 to 
3 acres in size (384). The subsistence farms were organized 
so that they obtained supervision and had available from a 
cooperative the best supplies possible. However, the ad­
ministrative decisions were still left up to the individual 
operator. Many of these plots in the sugar cane areas have 
been poorly attended, but those in the coffee areas have been 
much more intensively used (217, pp. 125 and 127). Perloff 
concludes that part-time farming fills a definite need in 
the economic structure of Puerto Rico - but as a supplement 
to commercial agriculture and not as mere subsistence farm­
ing (250, p. 263)• 
An interesting experiment has been carried out in Costa 
Rica on the Aquiares coffee plantation. Instead of relying 
upon migratory (and largely landless) labor for coffee 
cultivation and harvesting this hacienda established 75 col-
onos within the estate and gave a contract for the colono to 
cultivate and harvest a certain acreage of coffee. This is 
really a form of share-rental. In addition to the share-
rent, the colono has the use of a plot of ground for growing 
his own food needs (239)• 
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El Salvador has a plan for part-time farms on a project 
called "Sitio del Nino." This is a rural settlement for 
part-time farmers, complete with school, community building, 
medical center and home economist. Each home is made of 
brick; has a well, pump, and sanitary toilet ; and has 1000 
sq. meters of garden and orchard. The cost was $2,500 per 
client, payable in 20 years and in addition each family can 
rent one manzana (1.727 acres) with the lands all plowed and 
disced by machinery from the government ministry (212). 
In general, the International Labor Office has noted that 
on plantations concessions about garden plots and the keeping 
of livestock are of very limited value, because of their small 
size and of usually being relegated to the poorest land (180, 
p. 126). The lack of application of technology on the small 
holdings is also very important. 
It might also be noted that in the United States and 
all of its possessions, the provision of the Sugar Act makes 
it mandatory for workers on sugar plantations to have garden 
plots (180, p. 124). 
Higher Wage Levels for Rural Workers 
Mention has been made earlier concerning the discrepancy 
that often exists between what the laws say and what the 
landowners do. Pertinent to this section the writer has had 
the following experiences while operating a 300 acre school 
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farm in eastern Cuba. 
The law stated that the minimum peon wage for agri­
cultural workers was Si.60 a day (8 hrs.) and for ox-drivers 
(boyeros) Si.75 a day (8 hr.). In the region my attention 
was called to a storekeeper (that also owned farms) who was 
having some "clients" work off their debts at the rate of 
$1 a 10 hr. day for men, oxen and plows*J 
Some examples of regulations of farm wages are: 
(a) Cuba has minimum wages for nearly all agricultural 
workers (330, p. 156); (b) Colombia has the same minimum wage 
for agricultural workers as for urban workers (331, p. 52); 
(c) Costa Rica and Chile also have minimum wages for agri­
cultural workers (331? p. 53); (d) in Ecuador a decree of 
1953 fixed minimum wages of all privately employed persons 
(331, p. 54); (e) Haiti has minimum wages for farm workers 
only on government farms and for migrant contract workers 
(331) p. 54); (f) Panama labor code includes minimum wages, 
but they apply only for farms employing 5 or more persons 
(331,  p.  155).  
Adequate Health and Nutrition for Rural People 
One American economist made the interesting and pertinent 
* 
This example has another implication; if this store­
keeper was trying to get land plowed at about the same price 
per area as could be done by tractor hire, then the fixed 
wages by government for ox-driver labor was too high. 
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observation that many Latin American employers were "living 
off" their physiological and psychological capital (385? P* 
77)• He meant that the health and nutritional levels of the 
workers were already subnormal and without corrective remedies 
would fall to even lower levels. 
Over-specialization in agricultural production may result 
in a neglect of general agriculture, with unfortunate con­
sequences to the domestic food supply, and hence, to the 
health and vitality of the population (222, p. 109). 
Food needs are one of the basic problems among many 
Latin American countries. The World Social Situation report 
indicates that there is a continuing need for planned efforts 
to raise food output far beyond present levels if satisfactory 
food standards are to be reached in future years (350, p. 57 )• 
Only two of the Latin American countries (Argentina and 
Uruguay) actually revealed surpluses of daily calorie re­
quirements available (350, p. 6l). 
Throughout most of Latin America, the staple diets even 
when adequate in calories are deficient in vitamins and other 
nutrients (350, p. 142). 
A few examples of attacking these defects are: 
(a) Colombia has given special attention to rural health 
education and social services. 
(b) Ecuador has provided for mobile medical teams (331? 
p. 58). 
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(c) Costa Pvica has made increased efforts at the exten­
sion of health and nutrition education (330, p. 122). 
(d) There are some standards of hygiene and comfort 
established for rural workers by legislation in Chile and 
Cuba (337, p. 162). 
(e) The Colombia Land Credit Institute can make advances 
for rural housing. 
(f) In Chile, the housing corporation can loan to agri­
cultural organizations for the construction of rural housing. 
(g) Ecuador has a decree setting the minimum standards 
for housing by the employer (331, p. 60). 
Population Pressure Adjustments 
Speaking in general terms, population pressures can be 
reduced in the following ways : (a) expansion of land resources; 
(b) inter-country migration; (c) expansion of cultural and 
social benefits to the entire populace; (d) reduction of the 
procreation propensity, which seems to be related to (c); 
(e) and industrialization, or provision of non-farm employ­
ment opportunities. 
The first of these we have already referred to and will 
mention again in a subsequent section. The second of these 
is an international problem about which an individual country 
is able to do very little. The third is highly associated 
with the increased education which raises the cultural level 
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of the population that is necessary for cultural limitations 
to come into effect on restraints of human fertility. 
More direct financial burden upon the parents for the 
primary education of their children has already been sug­
gested as a potential incentive to voluntary family limita­
tion. 
Still another implication of education with population 
adjustments is that of compulsory school attendance, which 
removes the economic advantage of "many hands" often found 
in subsistence agriculture. 
The last mentioned, industrialization, is often said to 
be the only long run solution to population pressures (326, 
p. 85) • 
The over-all national policies that are directed toward 
the promotion of industrialization will be of great importance 
in providing additional job opportunities. However in Latin 
America, there is grave concern because urbanization has been 
moving ahead at a much faster pace than industrialization 
(350, p. 170). This has resulted in an enormous amount of 
urban under-employment (350, pp. 179-180). 
If we restrict our thought more specifically to employ­
ment opportunities for rural people, the common remedy is 
some form of home industry (or small industry, or cottage 
industry). The most famous example of this activity is that 
of the Swiss watchmakers. 
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Cooperatives are important means of providing home in­
dustries in some parts of the world. Table 19 shows the 
cooperatives in Latin America in 1956, but does not indicate 
which ones are rural industries. 
The U.N. Report on agrarian reform measures mentions 
the following attempts at the development of rural industries 
in Latin American countries: Columbia reports several small 
candy firms in rural areas; Costa Rica has several brick and 
tile kilns and some agricultural processing plants; Honduras 
has some cooperative fruit nurseries; Peru has begun a paper 
and cardboard industry; and Ecuador a new sisal industry 
(331,  p.  63). 
Immobility of Technology 
At first impression, this defect may seem to be es­
sentially the same as the lack of knowledge. However, in 
many of the Latin American countries there is available ex­
cellent technological information in the universities, in 
the national ministries and in the large corporations, both 
national and foreign. Lewis has commented that, "In many 
societies the literate have guarded their secrets jealously" 
(208, p. 167). While this is not as true for general educa­
tion in Latin America, it has been true of technological 
information - and, unfortunately for agricultural development, 
also true of agricultural technology. And yet, it has been 
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Table 19. Cooperative organizations in Latin America listed 
in the directory of cooperative organizations 
(372) 
Country Type of society No. of Individual Turnover 
soci- membership in 
eties millions 
Argentina Argentina Federation 
of Consumer Coopera­
tives 204 
Federation of Agricul­
tural Cooperatives 356 
Union of Cooperative 
Butter Factories 
"Sancor" 295 
Bolivia Federation of Agricul­
tural Cooperatives 100 
Brazil Consumers' Societies 1,738 
Chile 
Colombia 
Costa Rica 
Cuba 
Ecuador 
Mexico 
Panama 
Paraguay 
Peru 
Uruguay 
Venezuela 
Agricultural Socs. 
Consumers' Societies 
Agricultural Socs. 
Cooperatives all types 
Consumers' Societies 
Agricultural Socs. 
Consumers' Societies 
Consumers' Societies 
Agricultural Socs. 
Consumers' Societies 
Agricultural Socs. 
Consumers' Societies 
Agricultural Socs. 
All types 
Consumers' Societies 
Federation of Con­
sumers' Societies 
Agricultural Socs. 
1,301 
336,000 566 US# 
135,000 338 US# 
15,500 610 US# 
334,229 
240,328 
202 250,000 
150 Boli­
vianos 
1,800 
Brazilian 
S 
5,190 
Brazilian 
S 
7,500 
Pesos 
215 Pesos 
121 8,400 
385 135,047 
7 1,231 
1 35 
9 3,250 
8 1,313 
266 6,265 
1,346 243,31^ 
16 5,023 
1 450 
1 297 
51 7,800 
22 19,107 59 Sol 
No precise figures 
66 
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observed that the application of technology to agriculture 
offers the greatest possibilities to increase the elasticity 
of the internal supply of these economies, because all of the 
increases in production would benefit rural people (119, p. 
248). 
In our section on knowledge, we separated technological 
information out from general knowledge. Our reason for so 
doing is that, as far as priorities are concerned for economic 
development, this technological information (whether it is 
developed nationally or imported with capital or immigrants) 
is one of the most crucial items for economic growth (240, 
p. 156). 
Lewis suggests that getting technological knowledge to 
the peasant farmers is probably the most productive invest­
ment which can be made in any of the poorer agricultural 
economies (208, p. I87)• He suggests that for research and 
extension a poor country can justify 1/4 of 1 per cent of its 
national income. He notes that Japan is the only country 
(apart from U.S.A. and U.K.) which spends anything like this 
proportion and the only country to show spectacular increases 
in peasant agricultural production (208, p. 188). 
Efforts of dispersing technology along with supervised 
agricultural credit have already been mentioned. 
A pertinent observation by a Mexican economist has been 
that "too much emphasis has been made in so-called land re­
205 
forms of allocating the land among the people and not enough 
on allocating people on the land" (103, p. 149). By this he 
meant the need to insure that some measure of technological 
knowledge of agriculture is among the resources of potential 
beneficiaries of land settlement schemes before the alloca-
* 
tion and credit is given. 
The potential benefits to wider distribution throughout 
the agricultural sector of improved technology can be il­
lustrated by this quotation from Schultz: 
.... in Brazil and Mexico only about half of 
the large increases in output from 1925-29 to 
1945-49 have come from additional inputs. Bal-
lesteros1 study of the Argentine goes deeper and 
makes clear that from 1908 to 1920 about seven-
tenths of the rise in output in agriculture may be 
explained by additional inputs, this being not 
unlike the experiences of U.S. agriculture at the 
same time. However, only a fourth or less of the 
big increases in output from 1920 to 1940 came 
from additional inputs of the conventional types.... 
Agriculture in the TT.S.S.R. achieved very 
little increase in production from 1913 to 1928: 
about half this increase may be explained by addi­
tional input.... (285, p. 754). 
Two specific illustrations of how agricultural technology 
can greatly increase yields are now given. 
Table 20 shows the consumption of nitrogen fertilizer 
* 
In Egypt, in order to be selected for one of the govern­
ment resettlement projects, there is a series of examinations, 
(health, vocational, and psychological) for every member of 
the family of applicants; and there is then given an intensive 
six months training course for both the men and the women 
(218, p. 17). 
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Table 20. Information on fertilizer usea, 1956/57 average 
consumption 
Tons of N per 
1,000 ha. of 
arable land 
Tons of N per 
1,000 ha. of 
arable land 
Europe 20.3 Asia 3-7 
Denmark 35.75 India .98 
U.K. 43.64 Japan 116.30 
Spain 8.44 South Korea 78.20 
Cuba 10.66 Turkey 0.25 
United States 9.19 Africa 1.0 
South America 1.6 Egypt 47.10 
Chile 5-7 Hawaii 161.42 . 
Peru 21.27 World total 6.3 
aData from (121, p. 20). 
(in metric tons) per 1000 hectareas of arable land. Latin 
America is low in this consumption. Considerable increases 
of yields could be obtained (where moisture is adequate) in 
many countries for many crops. 
Belshaw calls attention to extra-ordinary increase in 
yields in a pilot educational project covering 97 villages 
in India. During four years the average yield of wheat was 
increased from 820 lbs. to 2,175 lbs. per acre; and of 
potatoes from 8,200 to 18,200 lbs. per acre - all resulting 
from simple and inexpensive capital investments (31, p. 106). 
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Some of the methods by which agricultural technology may 
be applied are: 
(a) Through the employment of professional agricultural 
technicians. This can be done by the larger agricultural 
enterprises. 
(b) The purchase of improved agricultural technology 
along with farm supplies. That is, new antibiotics will be 
included in feed formulas and trace elements in fertilizers, 
etc. Larger farms and farms closer to urban centers have a 
big advantage for this type of help. 
(c) Through agricultural education. The youth who has 
the agricultural education (usually the son of a small or 
medium sized farm operator) is often short on land and on 
capital; whereas the youth who has the land resources (often 
the son, nephew, or grandson, or godchild of a wealthy land­
owner) may have no agricultural training. 
(d) Through supervised agricultural credit, which we 
discussed in a preceding section. 
(e) Through some form of an agricultural extension 
service. Of this type of approach to disseminating agri­
cultural technology, there has been little in Latin America. 
Costa Rica, however, has undertaken within recent years 
the development of an agricultural extension service. This 
experiment will be watched with intense interest by other 
Latin American republics. An Indian economist, after a four 
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months world tour in evaluating the excellent work of the 
extension service in the United States expressed serious 
doubt that this type of activity would be effective in 
comparatively under-developed countries. His concern was 
that the whole outlook and habit of life are involved with 
under-developed rural people and not simply an individual 
act of technical improvement; the psychological acceptance 
of the scientifically guided and socially assisted progress 
is completely absent (192, p. 67). 
Capital Immobility 
Capital immobility is related to the high cost of operat­
ing capital and the difficulties of securing capital for 
achievement of ownership. However, capital shortage for rural 
people affects their lives in other ways than commercial farm 
operations and the opportunity and credit for buying homes. 
Capital has flowed to some extent into the former, almost 
none at all into the latter. Removal of this defect involves 
remedial measures toward increasing the mobility of capital 
into these two areas ; this has already been discussed. 
There still remains an enormous credit problem for the 
masses of rural people to deal with: (a) living expenses in 
"dead" season in areas where the agricultural worker (or 
self-employed small farmer) is dependent upon income at only 
one or two periods in the year; (b) household furnishings, 
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(c) operational expenses for part-time farm activities -
plowing, spraying, seeds, fertilizers and the like; (d) un­
expected family emergencies such as sudden illness or funeral 
expenses. 
Remedial measures for this aspect of capital immobility 
can be considered to fall in three main categories. 
The first category would be appropriate legislation to 
permit commercial banks to charge interest rates adequate to 
cover these needs, or at least those of greater security. 
Appropriate encouragement or pressure from national banking 
authorities to push bankers into this type of loans (which 
they have traditionally shunned) may also be required. The 
personal loan laws of the different states in the United 
States and the subsequent activities of personal loan agencies 
and the personal loan sections of the commercial banks have 
contributed greatly to the welfare of both urban and rural 
workers. Loan sharks exist here in the United States, but 
their activities are minor in comparison with their counter­
parts in Latin America. 
A second remedial action is through the activities of 
supervised credit. In instances where a complete plan is 
worked out for a rural family, some of the needs mentioned 
above can be included in the plan, but this does not meet the 
need for small loans. When the writer worked with the Farm 
Security Administration in a western New York district 21 
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years ago, the regional supervisor emphasized, "remember, it 
costs as much to FSA to make and service a $50 loan as it 
does for a $1000 loanl" 
The third remedial measure is through cooperative credit, 
which as we have already mentioned, has not "taken root" in 
the Latin American area. 
Preventing capital immobility 
Our discussion thus far has dealt with increasing the 
mobility of capital to rural people for operational expenses 
of commercial farms, for purchase of farms or rural homes, 
and for the sundry credit needs of rural people. There is, it 
should be noted, a definite problem of capital immobility 
rather than a capital shortage. Actually, in many of the Latin 
American countries there are capital accumulations in the 
metropolitan centers for which efficient usage is not readily 
visible. 
One Latin American says capital rationing will not be 
solved by changing the agrarian system but by changing the 
capital market (65, p. 68). Part of the proneness of these 
economies to invest so heavily in luxury urban real estate and 
in rural land holdings for holding purposes is the absence of 
other alternative investments. Many large labor unions have 
enormous "cajas" or reserves accumulated through the years. 
Virtually all of the insurance companies organized within 
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these countries have their assets centralized in the capital 
city, as do also the growing corporate entities in these coun­
tries. A purely centripetal political structure combined with 
a purely centripetal financial structure will naturally result 
in the countryside being "drained" of resources (60, p. 46) 
and capital starvation an inevitable result. Remedial meas­
ures for the prevention of the immobility of capital in this 
context is beyond the scope of this study - but it is a grave 
problem to be faced by the leaders of the various countries. 
Low Investment 
In view of the great importance of a higher investment 
to economic development, this is in many respects the most 
important agrarian reform measure of all. Furthermore, 
greater investments that affect rural people are not only more 
pertinent to this dissertation, they may be the most important 
investments for economic development. 
Raul Prebish says that investments in agriculture in 
Latin America will produce more than similar amounts in in­
dustry because the land (upon which the investment is made) 
is already there (2^7, p. 46). 
Considering the investments that particularly affect 
rural development can be done under three headings : govern­
mental investments, foreign corporations, and private invest­
ments . 
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Governmental investments 
As we have defined investment in Chapter 2, we are con­
cerned not only with dams, bridges, roads, irrigation develop­
ments and rural schools (i.e. tangible physical assets), but 
also investments in education, rural sanitation, extension 
work, special training schools, and supervised credit pro­
grams. 
Agricultural improvements are inextricably involved in 
the extent, the character and the trends of governmental 
activity (148). 
Because of the influence of the government in the eco­
nomic life of the Latin American Republics, it is generally 
believed that these countries spend a larger share of their 
gross domestic product for government than does the United 
States. This is not true; Oshima points out that for the 
postwar years the average per cent of government receipts to 
gross domestic product was : United Kingdom, 35; France, 31? 
West Germany, 27? United States, 27; Denmark, 23; Venezuela, 
21; Chile, 21; Brazil, 18; Cuba, 15; Colombia, 14; and Mexico, 
10 (242, pp. 383-384). Although total governmental expenses 
are a smaller portion of gross national product, nevertheless 
most Latin American countries* are more active in the economic 
* 
The apparent paradox between this and the previous state­
ment is due to: (a) the much larger expenditures for education 
and social service in general by the wealthier countries and 
(b) more governmental regulation and (footnote continued) 
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process than in the United States (5, p. 143). 
Some Latin American economists feel that the government 
operations have "strangled" private initiative and should be 
reduced except for pioneer work (59, p« 3°2). 
This would be in keeping with the teachings of John Stuart 
Mill, to whom state socialism was abhorrent (152b, p. 158) .  
However, this opinion is probably a minority opinion among 
Latin American economists. Many of these, like Furtado', are 
strong in their insistence that governments must play a major 
role in planned development of their economies (129, p. 175)• 
The degree to which economic planning "should be" incorporated 
is not a problem of economic analysis ; but is a "hot" topic of 
economic thought. Schumpeter has stated categorically that 
philosophical ideas do not influence economic analysis - but 
they do influence economic thought (286, p. 32). 
There is a very strong element of thought among Latin 
American economists in favor of Marxism (364). Although Marx 
and Engels did not conceive of their writings as philosophical 
or ethical, some modern philosophers maintain they proposed 
an entirely different philosophical order, based essentially 
on dialectical materialism and rejecting any ethics arising 
out of metaphysics (1, p. 142). Consequently, in view of the 
Marxist ideas of many Latin American economists, this "philo­
*(footnote continued from preceding page) operation of 
transportation, manufacturing, and commerce by the Latin 
American countries. 
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sophical" influence may color the economic thought in their 
countries urging a much greater trend to state socialism. 
Of even more concern than the amount or proportion of 
total capital that is invested in the economy by the govern­
ment sector are: the nature of the investments which the 
governments make and the fiscal policies involved in paying 
for those investments. 
Unfortunately, in many cases underdeveloped countries 
(including those in Latin America), because of inferiority 
complexes, are tempted to allocate scarce governmental capital 
into "glamorous show-case operations," as Elgin Williams has 
described the situation (385, p. 77)• 
Smaller undertakings more carefully considered for "en­
meshed adjustments" might return far higher returns on the 
investments (385, p. 75)• Furthermore, as we have previously 
suggested, investments in human resources such as'education 
and disease control may be more productive than investments 
in either roads, dams or other physical construction. Al­
though outside the Latin American region, a particularly vivid 
illustration of the priority of investment by governments in 
human resources rather than in physical - or at least concomi­
tant with the physical - is cited by Yudelman from experiences 
in Iraq. Expensive investments in water development plans and 
physical facilities (where only 1 per cent of the people were 
literate) has not produced very large results (397, p. 85). 
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Governments, like people, cannot invest until they have 
"saved." Capital formation is a prerequisite to capital in­
vestment. Governments have been faced with the great problem 
of obtaining the capital, which means : (a) taxation (either 
in money or in labor), or (b) "compulsory saving" by con­
trolled inflation neither of which is politically palatable. 
In Japan the land tax was used as a major instrument of 
forced saving; in the l8?0's it brought in four-fifths of the 
total government revenue, and at the turn of the century 
still brought in half the total revenue (240, p. 149). Con­
trary to theories of some economists, inflation does not 
actually make forced savings (31, p. 108). The United Nations 
experts agreed that if used at all, it should be used very 
sparingly (328, p. 13 and 327, p. 42). 
Foreign capital 
In general the "underdeveloped" nations of the world re­
quire, for healthy economic development, more capital than 
they can supply by domestic savings. Estimates of the United 
Nations experts are that Latin America, in order to raise 
per capita incomes by 2 per cent per year, will require invest­
ment from external sources of over a half billion dollars a 
year (342, p. 76). This estimate is based on annual domestic 
savings of §2 billion and investment needs of $1.5 billion 
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for industry and $1 billion for agriculture. 
Note should be made, however, that the $2 billion domes­
tic savings (these are 1949 figures) is less than 10% of the 
combined national income of these countries ($24 billion). 
Eleven percent savings would eliminate this need for foreign 
capital. This 11% would be the net rate, which would cor­
respond to a gross rate of about 22 percent. Baltra-Cortes 
calls attention to the fact that the gross rate of capitaliza­
tion in industrialized countries has been about 20% (a net 
rate of about 10%) whereas the gross rate of most under­
developed countries is around 12% (with a net rate of 5% more 
or less) (15, p. 6). Latin America has in recent years been 
having a gross rate of about 18% (347, p. 3); could this be 
raised to 22 or 24%? This is the only alternative to foreign 
investment; perhaps foreign investment is preferred by the 
people as contrasted tc lowering further their consumption. 
Foreign investments however can be mutually profitable. 
The United States private investments in Latin America 
totaled more than $7 billion (book value) (357, p. 3)* 
These investments in 1955: 
(1) Accounted for about $5 billion of the Latin 
American output; more than 10% of the regional G.N.P. 
(2) Produced more than 30% of all Latin American 
exports. 
(3) Gave rise to 10% of total imports into the 
other 20 republics. 
(4) Yielded the region Si billion in foreign ex­
change. 
( 5 )  Through local production supplemented region­
al imports. 
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(6) Resulted in $1 billion in wages to 600,000 
persons. 
(7) Gave rise to new capital investments of 
$600 million a year (275)• 
Table 21 shows how this investment was distributed among 
the Latin American countries, but it does not show how much 
was invested in agricultural undertakings. 
Table 21. Preliminary estimates of direct investments o 
United States firms in Latin America for 1956 
Argentina $470 (million) 
Brazil 1,209 
Chile 677 
Colombia 289 
Cuba 774 
Mexico 675 
Peru 354 
Venezuela 1,817 
Dom. Rep. and Haiti 610 
Other : "(Bolivia, 
Ecuador, Paraguay 
and Uruguay) 133 
aData from (357, p. 3)• 
Foreign investment by private interests has been under 
sharp criticism. The communist element in Latin America 
interprets American investments in Latin America as a frantic 
effort to save the United States from a financial collapse 
(274). 
More rational consideration is based on the twin problems 
of control and payments on earnings (6, p. 204). Latin 
Americans feel that foreign business interests have dominated 
their national governments. This has been corrected by the 
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Brazilian government requiring every firm in Brazil to have 
51% Brazilian control. 
From the foreign investor's point of view, the attitude 
against taking earnings out of a country seems to make his 
capital investment go down a one way street (6, p. 199). 
Remedial measures to this aspect of obtaining a greater 
investment for rural Latin America are topics for internation­
al discussions. 
Private investment 
Permitting the private sector to make a much greater 
investment in the economy, particularly for the rural sector, 
is a giant topic in itself. It has been often said that 
capital formation in a free society is a task both of the 
government and the individual (247, p. 208). Brief comments 
are restricted to what are seemingly the most significant 
possibilities : (l) more widespread participation in the over­
all investment for community facilities and investment in 
education. (2) Accessibility of a property framework upon 
which private investment can be built. (3) Cultural and 
social changes favorable to personal savings. 
The first of these has already been mentioned in a 
previous section. 
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Accessibility of a property framework for private investment 
An analogy is pertinent at this point. One of the simple 
but important details about keeping bees and making the maxi­
mum amount of honey is the importance of furnishing the bees 
a "frame" upon which a sheet of wax is placed. Without this 
frame of wax it is much more difficult for the bees to make 
honey and the production of honey is seriously impaired. 
The analogy to personal savings is simple. Unless 
people have a plot of ground upon which to build a home and 
put furniture into it - they actually have little incentive 
to save, or to invest. 
For rural dwellers of great insecurity this has a special 
relevance. Not only the opportunity for home or farm owner­
ship, but also leases that provide incentives for saving can 
be important aids to greater productive investment. For 
example, in Argentina, the rural tenancies act requires the 
landlord to make basic improvements for the tenant up to 20 
percent of the value of the holding (180, p. 53)• 
In several other countries legislation encourages tenants 
to make investments : 
the Bolivian Agrarian Reform bill provides for compensa­
tion for improvement, if a tenant makes such improvement and 
then leaves the property (180, p. 5'+); 
in Cuba, the tenant is entitled to compensation for 
improvements if they are actually necessary improvements and 
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not merely whims (180, p. 55); 
in Peru, the 19^+7 act permits a tenant to build a house 
up to a value to 1000 gold sols, even without permission from 
the landlord (180, p. 56); and 
the 1954 act in Uruguay provides for compensation to the 
tenants for improvements he may make (l80, p. 56). 
Cultural and social incentives to save 
If, as has been suggested by many writers, capital forma­
tion Is the most crucial aspect of economic development, and 
if capital must be saved before it can be invested, then the 
desire to save and willingness to invest become major deter­
minants of economic development (399 > pp. 201-202). 
One especially important aspect of the desire to save 
has been mentioned in the preceding paragraph - the presence 
or absence of obvious benefits and understandable opportuni­
ties of investment. 
An interesting example of the importance of this factor 
is cited by Baltra-Cortes. He cites the example of the 
Jesuit fathers in Sao Paulo who in the early days of settle­
ment were able to prevent the establishment of huge estates, 
but encouraged instead the development of family sized farms 
(155 P- 7). From this beginning, says Baltra-Cortes, can be 
explained to a great extent the willingness to accumulate 
capital and the beginning of a dynamic economy, which even 
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to this day has outstripped all of the rest of Brazil in 
economic development. 
A second major factor would be the use of fiscal policies 
by the government which are conducive to saving. Inflationary 
policies are conducive to hoarding of assets abroad and not 
of saving. The use of the lottery as a means of revenue is 
not conducive to savings. Strictly from an economic point 
of view, without considering any "moral" connotations, the 
use of a national lottery could be used as an incentive to 
savings if tickets were issued not as "buying a chance", but 
as evidences of a degree of personal saving accomplished and 
the premiums issued were not cash but as non-negotiable gov­
ernment bonds. 
A third major factor would be the inclusion in the moral 
teachings within the program of education and religious in­
struction in the country of attitudes such as thrift, spirit 
of cooperation, responsibility, discipline, and integrity 
which are favorable to increased savings and personal invest­
ment. These are all aspects of what Baltra-Cortes calls the 
essential "invisible capital" of a nation (15, p. 3). 
A fourth major influence would be a capital market more 
adapted to the needs of serving rural regions and one which 
could use family, bank, and other private savings for local 
economic development. 
A fifth remedial action would be thorough consumer 
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education on all levels in order to obtain a higher marginal 
utility from the economic resources available to each indi­
vidual. 
The figures of Table 49 of Appendix C are pertinent to 
this topic, even though not all items of consumption are in­
cluded. The percentage of personal income not reported in 
Table *+9 may be informative. They are: for Chile, 16; for 
Ecuador, 18; for Honduras, 17; for Panama, 18; for the United 
States, 40; and for the United Kingdom, 33• 
Perhaps if more families in the Latin American region 
could increase their appreciation of the utility of capital 
accumulations while at the same time they decrease their 
demands for ostentatious clothing, luxury city apartments, 
fancy imported foods, tobacco, and distilled spirits, there 
might be larger potential sources of domestic savings and in­
vestments . 
Adequate Social Overhead Facilities 
Without roads, railways, and various other systems of 
communications, economic progress becomes painfully slow. 
In almost any program of economic development, Tinbergen sug­
gests that total investment in transportation facilities 
should comprise approximately 20 to 2$% of the total national 
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investment (320b, p. 31)• 
With respect to the external economies which social 
overhead facilities provide, one economic historian suggests 
economic progress may be a series of discontinuous "jumps" 
as facilities such as harbors, railways or coal mines dra­
matically change the external economies (136, p. 8). 
Colin Clark has suggested that the biggest capital sav­
ings in the modern world come from the combination of road 
transportation and the telephone since traders and manufac­
turers can replenish their stocks rapidly (68, p. 569). 
Relevant to the needs for social overhead, it is im­
portant to point out that leading world economists and soci­
ologists feel that much more attention should be given by 
governments of the developing nations of increasing the hous­
ing, industrial expansion, and power and water facilities in 
the medium sized cities rather than in the capital city. The 
marginal efficiency of capital invested for such facilities 
is believed to be higher (350, p. 192). Belshaw has made 
the same plea (31, p. 69). 
Certainly, for rural people the national investments in 
roads, telephones, airports, electric facilities, city mar­
kets, improved low cost housing, and the like will become 
more significant to the average rural person the more widely 
they are dispersed and the closer to his or her home they 
come. 
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On the other hand, in certain instances it may be eco­
nomically more desirable for the government to use the power 
of eminent domain and buy out the scattered dwellers in an 
isolated area. If, at the same time the power of eminent 
domain were used to requisition fertile land closer to a 
provincial city where the families would be resettled, this 
procedure might be cheaper for society than trying to extend 
communications through rugged terrain to attempt to serve the 
isolated families. 
Increase the Agricultural Productive Capacity 
Our analysis in Chapter 6 indicated this to be an ex­
tremely important aspect of economic development. Several 
Latin American countries have several times as much potential 
farm area as they have now in cultivation (326, p. 100). 
Many countries can further their economic development by 
promoting exports (3^6, p. 11) and for nearly all countries 
the increase of agricultural exports or decrease of agri­
cultural imports is possible. Some countries are attacking 
this problem: 
(1) Colombia in 1956 had 5 settlement schemes totaling 
over 1.2 million hectares (330, p. 30). 
(2) Costa Rica cooperated with the Italian Agricultural 
Settlement Company to settle 250 Italian and 50 Costa Rican 
families on tracts averaging 200 hectares each (330, p. 31)• 
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(3) In Venezuela the National Agrarian Institute distrib­
uted 4,4l5 holdings, totaling 35,169 hectares (330, p. 91). 
(4) One of the objectives of the Bolivian Agrarian Reform 
is to increase the agricultural land in the thinly settled 
areas of eastern Bolivia (180, p. 24l). 
Crucial importance of foreign capital 
Whether or not for good fertile arable land, foreign 
corporations "ought" to be encouraged, discouraged, or pre­
vented from owning land is not a question of economic theory. 
However, with respect to the clearings of dense jungles, 
building of railways, drainage of swamps, building of irriga­
tion dams and canals, and the development of a system of 
marketing for a commodity salable on the world market - these 
kinds of problems can perhaps be met better with foreign 
capital and its specialized technicians than they can be met 
by the national governments of underdeveloped countries. 
More thoughtful cooperative planning is needed between these 
governments and potential foreign investors. 
That which would be a rational approach for a government 
having such undeveloped resources and also having improved 
agricultural land developed by a foreign corporation 30 years 
ago might be to amicably agree to exchange 1000 acres of 
developed land (to be sold to private owners) for 1000 acres 
of "problem" land (i.e. jungle, or swamp, or desert) with 
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proper adjustment for differences in market values, the 
corporation retaining its processing or marketing interests 
in the developed area, but selling to individuals all other 
storekeeping, bakery, and dozens of miscellaneous business 
activities (which all must be provided in a pioneer area). 
The May and Plazo report on the United Fruit Company in 
Latin America notes that much of the resentment against the 
company arises from the continuation of all these subsidiary 
activities (225, p. 247). 
For any new land development concessions, whether to 
firms now operating or to new firms desiring entrance, a 
rather clear understanding should be reached as to the length 
of term over which such land monopoly rights should reach. In 
the Sudan a plan was worked out where the developing companies 
agreed to develop the land and sell out to private owners the 
developed land at the end of a 35 year period (330, p. 35)• 
Control of Soil Erosion 
The amount of productive resources available within a 
country can be diminished by improper care of the soil re­
sources. Unfortunately, remedial measures of any consequence 
to deal with the grave problems of soil erosion have not been 
undertaken within the Latin American region. 
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An Evaluation of These Measures Relative 
to Economic Development 
The analysis presented in Chapter 6 as to how specific 
agrarian defects may hamper economic development, if it could 
have been complete, should have enabled us to evaluate each 
of the measures we have listed in Chapter 7 relative to the 
probable effect on economic development. However, Chapter 6 
is not sufficiently thorough for such an analysis. In fact, 
any attempt to accurately evaluate an individual reform meas­
ure should involve intensive research with adequate empirical 
data. 
An attempt to evaluate all of them might be a never-to-
be-completed task since new measures conceivably could be 
enacted as rapidly (or more so) than corresponding research 
studies could be initiated and completed. 
Rather than despairingly conclude that our over-all 
analysis is useless as far as evaluating agrarian reform meas­
ures, it might be more helpful for us to generalize. As a 
general statement we might conclude that the majority of the 
agrarian reform measures undertaken in Latin America which 
are similar to the ones we have listed as examples, have, 
with some exceptions, contributed to economic development. 
The exceptions might be even more informative as starting 
points for future research than the general rule and should 
therefore be briefly summarized. 
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Some agrarian reform "measures that may hamper economic 
development 
On the basis of our analysis, we cannot make categorical 
statements that such and such a measure has hampered economic 
development; but we can point to some measures and say: "that 
measure may have hampered economic development and ought to 
be studied much more carefully before it is adopted again in 
another country". The following are measures that fall in 
this category: 
1. Break-up of highly efficient plantations or estates 
into several unconnected units. 
2. Resettlement of workers on subsistence farms remote 
from employment opportunities. 
3. Creating a bond which ties men to the land in such 
a way they cannot break the bond. 
4.. Creating cultural communal settlements which are 
remote from employment opportunities, and devoid of instru­
ments for getting credit put to work within them. 
5. Rapid mechanization of adapted crops when within 
the same economy thousands of landless workers are already 
with insufficient work. 
6. Measures which are aimed to increase the profit 
margins of commercial agriculture by reducing the living 
standards of rural workers. 
7. Measures which are aimed to increase the profit 
1 
1 
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margins of commercial agriculture by introduction of seasonal 
contract labor with substantially lower living standards than 
the local labor supply. 
8. Measures which are aimed to increase the profit 
margins of commercial agriculture by restricting the mobility 
of human resources (by failure to provide education and stable 
community social structure). 
9. Promotion of family sized farms without insuring 
that: (a) adequate knowledge; (b) is applied to the right 
man; (c) on the right kind and amount of land; (d) with the 
adequate amounts of credit; (ë) under conditions of adequate 
communications and marketing arrangements. 
10. Permissivenessj and retro-active acquiescence of 
settlement by squatters on remote, mountain, and jungle areas 
which may be either unsuited for agriculture or too remote 
for incorporation culturally and economically into the 
economy. 
11. Measures which attempt to solve the complex problems 
of the relations of the agricultural sector to the rest of 
the economy through regulation of prices of farm products -
either through fixing prices low in order to please the urban 
workers (and dry up the production), or establishment of high 
guaranteed prices in order to please commercial farmers (with 
resulting artificial application of resources, especially 
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capital resources) with final result of nightmarish experi­
ences of surplus disposal. 
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SUMMARY AND SUGGESTIONS FOR FURTHER RESEARCH 
Summary 
During recent years, the wide disparities in per capita 
incomes among nations and the low living standards of the 
majority of the world's population have stimulated concern 
among professional economists and among national leaders in 
the study of economic development. By the economic develop­
ment of a country, we mean an increase of the per capita 
production of goods and services that is at least partially 
induced by conscious efforts toward development by the peoples 
involved and that is accompanied by a more favorable income 
distribution among the people of that country. 
Since over sixty per cent of the people of the world are 
engaged in some form of agricultural activity, the relation­
ships between the land resources of a nation and the people 
engaged in utilizing these resources are often of crucial 
importance in economic development. These over-all relation­
ships between man and society, with respect to land resources, 
we refer to as "the agrarian structure". Aspects of these 
; relationships which impede economic development, we term 
"agrarian structural defects". Agrarian Reform, as a socio-
politico-economic movement, is essentially directed toward 
the removal of such defects. Agrarian Reform Measures, refer 
to specific efforts (usually governmental decrees or legisla-
! 
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tion) to deal with specific agrarian structural defects. For 
our study we have defined agrarian reform measure as any 
alteration of institutions that improves the economic well 
being of rural individuals without diminishing the welfare 
of the non-rural individuals. 
A primary hypothesis of this study which deals with the 
Latin American region is that those nations which have 
proceeded furthest toward the goals of agrarian reform have 
also proceeded furthest toward the goals of economic develop­
ment. Adequate evaluation of this hypothesis is not pos­
sible with the data now available. However, as a tentative 
hypothesis for further research analysis of the limited 
statistics now at our disposal seems to suggest the primary 
hypothesis as stated to be more likely of positive rather 
than negative "proof." 
The analysis of a second hypothesis, that those Latin 
American Nations which have proceeded furthest toward the 
goals of efficiency of the use of manpower in agriculture have 
also proceeded furthest in economic development, appears some­
what more conclusive. A high correlation between these two 
movements is evident; however, we can make no conclusive 
statement as to which may be the causative agent. 
Our analysis of these hypotheses is performed by identify­
ing the major goals of agrarian reform, using statistical 
indices that measure progress toward such goals, ranking each 
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country for each index, averaging the rank for each country, 
and then making rank correlations with various composite and 
individual indices and per capita incomes. 
Three "basic goals of agrarian reform are: a larger total 
agricultural product for society, equality of returns to 
rural and non-rural people, and high efficiency in the use 
of resources in agricultural production. We have inadequate 
data for measuring the second of these, but we have some 
statistical measurement of the other two. By averaging the 
rank of the different countries in these two we obtain "Our 
Nearest Approximation to an Index of Attainment of All the 
Goals of Agrarian Reform," or an ONAIAGAB Index. 
The evaluation of the first hypothesis is by means of 
a Spearman rank correlation between the ONAIAGAR Index and 
per capita incomes among 19 Latin American nations (excluding 
Venezuela because of the distortion of data by the high 
petroleum incomes) and reveals a correlation of .7. We say 
this is inconclusive because our equality goal is omitted. 
A Spearman correlation between the index of manpower 
efficiency in agriculture and per capita incomes provides a 
rough test of our second hypothesis. In this case the cor­
relation is .325» 
Data are available in connection with a few of the other 
variables of economic development. The use of the rank cor­
relation procedure to investigate possible fields of future 
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research is revealing. The following Spearman correlations 
were discovered between per capita incomes and these vari­
ables per capita agricultural land area, .695; literacy in 
the population, .79; and democratic tendencies, .745. 
By conceiving of economic growth in terms of the simple 
Cobb-Douglas function of Belshaw, it is possible to conceive 
of economic growth in terms of a single independent variable 
and a regression relationship. Considering per capita in­
comes as a dependent variable we obtain the following product-
moment correlations: with per capita agricultural land, .829; 
with literacy in the population, .636; and with per capita 
capital formation, .868. 
A third type of analysis is presented, the use of 
multiple correlations by the graphic method. If we take 
either literacy or per capita land area as a major variable, 
and plot it upon a graph with per capita incomes on the Y 
axis, we find a clearly defined regression line. Furthermore, 
the residuals from such a regression line when plotted on a 
second chart show a clear relationship to the other variable. 
If we plot residuals from the second chart against still 
further variables, no particular relationships appear except 
for crop yield indices. 
As prerequisites to our analysis of the hypotheses, we 
have briefly presented a more precise analysis of the inter-
relatedness of agrarian reform and economic development, and 
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a summary of the existential situation with respect to economic 
growth in Latin America and the defects within the agrarian 
structures. 
This study presumes that there are recognizable vari­
ables in the economic growth process and that agrarian reform 
measures will affect economic development through these eco­
nomic growth variables. Our identification of the major 
economic variables is aided by a growth model indicative of 
the dynamic aspects and an equilibrium model to permit the 
identification of additional variables. 
As a result of our identification of sixteen economic 
growth variables and consideration of how these variables 
affect (and are affected by) circumstances within the rural 
sector of an economy, we can briefly summarize these inter­
relationships* Agrarian reform measures can be said to af­
fect economic development: 
(1) By changes in the aggregate economic and social 
structure. 
(2) By improvements in the efficiency of the agricultural 
firm. 
(3) By improvements in the economic welfare of rural 
people. 
(U) By increasing the mobility of the factors of produc­
tion. 
(F) By the quantity, composition, and efficiency of the 
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aggregate national investment 
(6) By contributions from the rural sector which improve 
the economic welfare of the non-rural populace. 
(?) By increasing economic stability. 
According to present rates of economic growth, the most 
rapidly developing countries in Latin America could attain 
the 1954 Denmark per capita income level within 45 to 55 
years, while the slower growing countries would take nearly 
three centuries. A more rapid economic growth of per capita 
incomes can only be obtained by accelerating the rates of 
savings and investment, by reducing the procreation propensity 
or by both of these methods. 
Within the Latin American region there are many evidences 
of feudalism, mercantilism, and strong monopoly elements. 
These have all hindered economic development and have all had 
large direct and indirect effects upon the agrarian structure. 
Of the twenty-four defects of the agrarian structure which 
we have identified, the following appear to have been the 
most widely recognized (as indicated in the literature) in 
the Latin American region: (a) tenure uncertainties, (b) 
lower uses of land arising from the pattern of land owner­
ship, (c) lack of secure titles to land and water rights, 
(d) grave problems arising out of widespread illiteracy, 
(e) severely limited opportunities for intensive part time 
farms, (f) immobilities of human resources, of capital re­
237 
sources, and of technology, (g) appallingly low levels of 
wages and levels of living among rural people. In several 
countries the returns per capita for rural people average 
less than one third the returns to urban peoples. 
One of the characteristics of so-called underdeveloped 
nations is the prevalence of subsistence agriculture. Analyt­
ically, we can say that subsistence agriculture consists of: 
(a) production for home use and (b) failure to use the market 
economy. We can also note that subsistence agriculture is 
usually associated with: (c) geographical isolation; (d) cul­
tural isolation due to poverty, ignorance, barriers of social 
strata, and racial barriers; and (e) great inefficiencies in 
the use of land and labor inputs in order to produce home 
necessities under an extreme form of capital rationing. The 
first of these five characteristics is not by itself contrary 
to economic growth and may actually contribute both to econo­
mic growth and to economic stability. The last four charac­
teristics are all in direct conflict with economic development. 
Realization of the first characteristic, while eliminating the 
other four, may be a crucial aspect of agrarian reform. We 
have distinguished this type of "non-commercial agriculture" 
from the normal forms of subsistence agriculture by calling it 
"intensive part-time farming." 
The presence of subsistence agriculture, largely in 
small farms or minifundia, and of millions of agricultural 
238 
workers who are denied subsistence agriculture occurs within 
this great Latin American region where the predominant land 
ownership pattern is that of enormous landholdings. These 
large holdings create preoccupation for those interested in 
economic development because of: 
(1) The powerful influence a landed minority holds over 
the basic economic and social structure of the nation, and 
its association with feudalism, monopoly, and mercantilism. 
(2) The occurrence of large amounts of idle land. 
(3) The impossibility of poor men obtaining land, even 
in small amounts. 
(.4) The preference of owners of such estates for ex­
tensive uses because of the lessened technological require­
ments . 
A special form of large landholdings is the agricultural 
plantation. Generally speaking, the plantation is inherently 
an efficient form of organization for many crops within the 
region because it affords a method of applying large amounts 
of capital and a high degree of technology to agricultural 
production. However, the plantation has fallen in great dis­
favor within the world in general, and the Latin American 
region in particular because the invested foreign capital has 
historically interfered with the governmental affairs of the 
host country and has (with very minor exceptions) engendered 
low living standards among rural people. 
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The Spearman rank correlation between the per capita 
income levels and the proportion of total farms over 15 acres 
in size for 12 Latin American countries was .62, which was 
significant at the 5$ level but not at the one per cent. 
Indication that the accessibility to employment and intensity 
of use may be more important than size alone is suggested by 
a similar Spearman rank correlation for 9 northern European 
countries - where the correlation was only .!?• 
Ranking of ten Latin American countries as to the pro­
portion of agricultural land in tracts of under 250 acres in 
size with per capita incomes, reveals a Spearman rank cor­
relation of .55* This is not statistically significant, but 
is surprisingly high considering the amount of livestock 
ranching that is also included in these figures. 
An evaluation of the Spearman rank correlations between 
per capita incomes and the proportion of total population 
enrolled suggests that 22% of the variation in these indices 
is due in primary schools, to their inter-relatedness; 
similarly for per capita incomes and proportion of total 
population in secondary and technical schools, 26# of the 
variation may be due to inter-relatedness. 
Ignoring time lags, it nevertheless would appear that 
since a large part of the influence primary education may 
have on per capita incomes will come as it serves for a pre­
requisite to technical and secondary schooling, over the 
2^ -0 
short run the marginal utility of a primary education is 
greater to the individual than to society as a whole. 
An attempt to visualize the economic development process 
by considering the basic economic growth model not only aids 
us in the identification of the economic variables involved, 
but also indicates one key major variable, which is the an­
nual rate of productive investment: the "I" of our basic 
growth model. 
This central importance of "I" is verified by the use 
of the Leibenstein model. Leibenstein is one of the few 
economists who have tried to present a general theory of 
economic development broad enough to cover the question of 
why some countries develop while others do not. A backward 
economy may be said to demonstrate an equilibrium system 
possessing "quasi-stability" with respect to per capita in­
comes. Conceivably, such a system is quasi-stable for small 
displacements, but not for large ones. The large displace­
ment which could break this low income stagnation would be an 
extraordinarily large "I". 
The crucial importance of a large "I", or annual invest­
ment expenditure as part of an agrarian reform movement that 
will accelerate economic development is further borne out by 
analysis of statistical data for the Latin American countries. 
Moreover as relationships for further research, indications 
are revealed of the most important kinds of "I" that are ap­
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parently of crucial importance. The expansion of agricul­
tural land area, where unused land resources are available; 
investments in the human agent in general literacy and tech­
nological skills; the application of low capital technological 
innovations within agriculture; improvements in rural social 
overhead facilities of schools, roads, water and electrical 
installations; and improvement of housing for rural people 
are some of the kinds of agrarian reform investments that 
will seem to aid the total economic development. Investment 
must come largely from savings in these economies; the largest 
source of savings is under utilized rural manpower; fortunate­
ly, the very types of investments just listed are mainly 
those which require local manpower. 
A second basic agrarian structural defect is accentuated 
by the Leibenstein model: high population pressures. Its 
importance is evident in any model of economic growth, when 
per capita incomes are considered. Remedies of this defect 
are: (a) inter-country migration, (b) rapid industrializa­
tion, (c) expansion of land resources, (d) expansion of 
cultural and social benefits to the entire populace, (e) and 
reduction of the procreation propensity. 
The solution "a" involves international treaties and 
rigid national barriers. Solution "b" is inadequate by itself 
because of the selective migration which pours the least able 
into industrial centers and leaves behind the great mass of 
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rural unemployables. This residual maintains the vicious 
circle of poverty, limited resources, high birth rates, more 
poverty, more limited resources, arid continued high birth 
rates. Solution "e" seems to follow from solution "d". We 
return, then to emphasizing investments in "c" and "d" as 
central variables for consideration. 
From specific examples, we find evidence (although lim­
ited in some cases) that each of the 24 agrarian structural de­
fects has, with some qualifications, impeded economic develop­
ment. We have cited representative measures that have been 
undertaken to correct these agrarian defects. Unfortunately, 
we are unable to evaluate each and every measure. We can, 
however, generalize that many of such measures have aided 
economic progress but that some measures enacted under the 
banner of agrarian reform have been impediments to economic 
development. 
Suggestions for Further Research 
Because of the exploratory nature of this treatise we 
shall point out some of the most important implications for 
further study. Each of these implications should be con­
sidered as a tentative hypothesis for future research. 
We have divided the implications in two groups : those 
suggested studies which are of more urgency because of; (a) 
possibility of securing adequate data for research purposes, 
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and (b) possibility of immediate relevance of the findings 
of such research to economic development. 
Suggestions for immediate studies 
(1) The quasi-stable equilibrium state commonly found 
in underdeveloped economies may be broken by large displace­
ments of investment, not only at the national level, but also 
by an exceedingly large united effort by the masses of rural 
people. 
(2) Agrarian reform measures affecting the increase in 
annual "I" and savings by the rural masses, involve both 
voluntary and statutory contributions from all the rural 
people for educating their children, rural roads, dams, water 
systems, housing, communications, electrification and the 
like. 
(3) Rapid mechanization of agriculture, instead of as­
suming first priority in agrarian development (as often ad­
vocated by production economists) may well be relegated to 
fifth place, higher priority tentatively being indicated for 
intensive part-time farms, accelerated literacy campaigns, 
expansion of agricultural land area, and intensification of 
technological (low capital) developments for—higher yields. 
(4) If "subsistence agriculture" could be converted to 
"intensive part-time farming," by a combination of rural 
zoning, confiscation of the most desirable lands for this 
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purpose, rationing of the amount of land to each family, 
provision of good "build it yourself" housing, appropriate 
government credit, inclusion of agricultural technology in 
the plan of distribution and payment - total economic welfare 
would be enhanced and the economic development process ac­
celerated. 
(5) Increased economic development means increased per 
capita incomes; in countries primarily rural this seems to 
indicate a necessity for higher per capita incomes for the 
rural people in order to raise the national per capita income 
levels. 
More accurate information is needed about how personal 
incomes of individuals are affected by: (a) the prevalence 
in their community of attitudes toward work, consumption, 
savings, investments, self-reliance, cooperation, honesty, 
social responsibility, ostentation, good fortune; (b) the 
family stability and parental care given to children; (c) 
various kinds of education and religious instruction; (d) 
form of government. 
(6) There appear to be fairly constant returns to scale 
in agriculture in Latin America, with the consequent implica­
tions that the family sized farm will contribute to over­
all economic progress. Whether there actually are increasing 
returns to scale or decreasing returns to scale is a question 
which cannot be answered by simple survey procedure, because 
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it cannot be answered in isolation from our next conclusion. 
(7) Agrarian reform measures affect economic development 
primarily as instruments of the destruction of feudalism, 
territorial monopolies, and remnants of mercantilism, and 
only secondarily as they affect the efficiency of the factors 
of production in the traditional Hicksian sense. 
An accurate answer as an "ex post" conclusion to the 
sixth implication would have to be discovered in "cultural 
islands" where feudalism, territorial monopolies, and remnants 
of mercantilism have been absent for at least a generation. 
However, experiences in other areas of the world could provide 
starting points for "ex ante" conceptual analysis. 
Suggestions for long-range studies 
(8) Some of the countries ranking very low in the 
ONAIAGAR index are also countries having made a number of 
agrarian reform measures. These countries may have encountered 
the agrarian structural defects with such severe gravity that 
more remedial attempts were precipitated. 
(9) The problems of agricultural development in tropical 
regions are so complex that foreign capital and technical 
services are almost an absolute necessity. 
(10) Contrary to common opinion, tropical agriculture 
should be diversified rather than regionally specialized. 
(11) Foreign development agricultural firms should be 
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granted only limited years of concession of all monopoly 
rights and be encouraged to dispose of nearly all their land 
holdings to private individual operators at the end of their 
concession period. 
(12) The requirement that parents be financially re­
sponsible, in either money or labor, for their children's 
primary education (assessment to begin as soon as the child 
is born) might reduce the procreation propensity. 
(13) The type of agricultural extension service that 
exists in the United States is not a suitable tool in Latin 
America for remedying the defect of immobility of technology 
and in fact might seriously aggravate the already wide dis­
parity in technological information available to wealthy 
landowners and the poor rural masses. 
(14) A more rational attack on the immobility of tech­
nology might be made on four fronts: 
For wealthy landowners : employment of ingenieros agrono­
mes , and for subscription to professional farm management 
services (i.e. they would pay for their own technology). 
For family sized farms : licensing of farm operators, 
with completion of an approved agricultural course as a pre­
requisite. 
For low income farm families capable of being family 
sized farmers : supervised farm credit, along with correspond­
ence courses. 
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The basic political structure of most Latin American 
countries is ill-suited for (a) which would require vastly 
more local control than the barrios, municipios, or provinces 
now possess. The heritage of the Roman Empire is still in 
evidence in the governmental structure of most of the Latin 
American republics - and is basically more easily oriented 
to the developmental process of 15(c) than of 15(a) or (b). 
A serious dichotomy of interests exists which can only be 
resolved by constitutional changes. 
(17) Political science is involved in this developmental 
process, not only in the basic political structure which we 
have mentioned above, but also in the legal machinery which 
is necessary to carry out the measures of agrarian reform. 
Not only are involved the laws, acts or decrees themselves, 
but also the governmental procedures for land title registra­
tion, the administrative machinery for carrying out the laws, 
the judicial procedures for resolving conflicts, and the 
facility with which comprehension of the intent and meaning 
of the laws or decrees can be communicated to the masses of 
the people. 
(18) Religion, although largely irrelevant to economic 
analysis, is inextricably involved in economic thought and 
in the long range perspective of political economy. Three 
crucial elements of this inter-relatedness are: 
a) The extent to which human ideals elevate man above 
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For intensive part-time farms : (see no. 4 above). 
(15) A country with a substantially large proportion of 
its population in agricultural pursuits, in order to achieve 
maximum economic development must pursue one of three courses: 
(a) emphasize first of all agrarian reform measures; (b) 
where endowed with speciax natural resources of geographical 
endowments favorable to trade, develop these economic poten­
tialities either in priority to or concurrently with agrarian 
reform measures; (c) adopt a completely ruthless program of 
industrialization at all costs, including suppression of all 
human freedoms and extermination of whatever human lives that 
may run in conflict with the master goals of the master rulers. 
The nature of this third alternative runs in direct conflict 
with our basic ends and goals that we have outlined in Chap­
ter One. 
Consequently, it would be excluded for consideration of 
economic analysis, except for those economists whose precon­
ceived value judgments are so colored by Marxian materialism 
that they distort the ordering of means and ends to fit the 
convenience of their personally preconceived optimum ends. 
(16) The basic political structure affects, not only 
! the speed, but also the nature of the economic development 
process. The big jump in "I" indicated in (no. 2) must be 
I either: (a) contributed willingly and enthusiastically, or 
I (b) contributed by compulsion. 
I 
i 
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the animal ecology of the Maithusian melodrama• 
b) The structure, composition, and force of social in­
stitutions is either ignored or crucially influenced by re­
ligious leadership. 
c) Several economic variables such as savings, entre­
preneur s hip, and investment are influenced by personal ideals 
such as thrift, ostentation, avarice, honesty, ambition, 
responsibility, and unselfishness - which in turn are largely 
dependent upon cultivation by religious institutions. 
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APPENDIX A: ENGLISH MEANING OF SPANISH WORDS USED FOR 
LAND TENURE RELATIONSHIPS IN LATIN AMERICA* 
Agregado 
Used in Argentina to designate a person who occupies a 
plot of land without any form of legal protection. In 
Brazil and Colombia the term applies to those who pay 
their rent in the form of labour or personal service. 
Allegado 
System of sub-tenancy in Peru. In exchange for use of 
a plot of land provided by a yanacona the allegado is 
required to perform some of the personal services the 
yanacona has undertaken to carry out for the landowner. 
Alqueire 
Measurement of area in Brazil. The alqueire in the State 
of Sao Paulo is equal to 2.42 hectares, while in Minas 
Gérais it is twice as large. 
Aparceria 
System of land tenure whereby the cultivator (aparcero) 
is required to deliver a predetermined percentage of the 
crop in exchange for the usufruct of his plot of land. 
In its standard form the greater part or all of the 
tools and equipment are supplied by the cultivator, who 
retains complete independence in the technical and ad­
ministrative operation of the holding. 
*This material is copied from the glossary of (180). 
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Arrendamiento 
A system of land tenure under which the tenant (arrenda-
tario) pays rent for the usufruct of the landholding in 
cash or kind. The landlord usually provides nothing but 
the land and improvements. 
Ayllu 
A group of families under the Inca empire, connected by 
blood or totemic relations, who joined together to form 
an economic and social unit based on co-operative effort. 
As time went by the word acquired a connotation of com­
mon ownership or cultivation of land; in this way the 
institution became agricultural in character. 
Ayuda 
Used in some provinces of the Ecuadorean uplands as a 
synonym for yanapero. 
Caballeria 
Unit of area, varying from country to country. In Cuba 
it equals 13.42 hectares while in Guatemala it equals 
approximately 45 hectares. 
Calpulli 
An Aztec institution, found in Mexico before the Spanish 
Conquest, similar to the Inca ayllu. Part of the land 
was set aside to be farmed by individuals, part for col­
lective farming and part (pasture land, woods, etc.) as 
common land. 
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Camayo 
Term used, in certain areas of Peru to designate a form 
of aparcero cultivating a small holding. In practice 
it is a variation of the yanaconaje system characterized 
by specified forms of service (caring for livestock, 
etc.). 
Colonato 
See colono. 
Colono 
Usually refers to a farmer who, under one form of tenancy 
or another, settles on new or recently opened-up land. 
The meaning, however, varies according to the country or 
region. In Argentina it means a farmer, in Costa Rica 
it is synonymous with a squatter, in Peru it means a 
person who, in return for work or personal service, ob­
tains the use of a plot of land, while in Cuba it means 
a person who grows sugar cane under any system of tenancy. 
Companero 
Regional word used in Peru in the same sense as camayo. 
Comunero 
In Guatemala, a cultivator who enjoys certain acquired 
rights in an Indian or peasant community. 
Concertado 
Regional word used in Peru in the same sense as camayo. 
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Conuco 
Word used in the Caribbean area meaning a small farm 
handed down from father to son producing the fruit and 
vegetables and supporting the animals needed to maintain 
a small family. After the Conquest it was applied to 
the land granted by the owners of large estates to their 
slaves who tilled it and enjoyed the usufruct. A squatter 
is often called a conuquero. 
Cuadrero 
A term used in Ecuador. Has the same meaning as huasi-
punguero. 
Cuartario 
A type of aparcero encountered in the tobacco-growing 
districts of Cuba. 
Cuentayo 
A type of huasipunguero. In Ecuador, a cultivator who 
pays part of the rent for the use of his holding by 
acting as stockman on the owner's estate. 
Desmontero 
Form of aparcero. In the coastal areas of Ecuador the 
word is used to designate a cultivator who establishes 
plantations (e.g. cocoa-bushes, bananas, etc.). In ex­
change for planting and caring for the seedlings the 
desmontero, who provides only his own and his family's 
labour, is given a share in the first crops plus a cash 
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payment for each bush he hands over. 
Diezmos 
In the colonial era a share of the crops or mineral 
wealth, usually a tenth, paid by the faithful to the 
Church. 
Ejido 
Name given during the colonial period to the land set 
aside for communal cultivation by the Indians. In Mexico 
today an ejido contains land for cultivation and grazing, 
woodland, etc., a built-up zone and a holding reserved 
for the schools. In certain cases the law specifies 
that all the land must be cultivated collectively. 
Empreteiro 
Form of aparcero encountered in Brazil; looks after new 
coffee plantations. 
Encomienda 
System during the colonial period whereby a number of 
Indians were assigned to the conquerors for life by 
royal grant. The conquerors were given rights to the 
labour or the products of the labour of the Indians 
either in the form of a tribute or in exchange for 
"protection" and religious instruction. Although at 
first merely a means of distributing labor, it gradually 
became the basis of a system of vast private landhold-
ings. 
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Enfiteusis 
System of land tenure characterized by a long-term or 
indefinite contract, a fixed rent unrelated to the pro­
ductivity of the holding and frequently an obligation 
to carry out certain improvements within a specified 
time. From the Greek word emphyteusis, i.e. the action 
of planting or establishing plantations. 
Esquilmo 
Term used in Costa Rica to designate a form of arrendami-
ento with payment in kind or both in cash and in kind. 
Generally the esquilmo contract is restricted to a 
single harvest. 
Finquero 
Used in certain regions of Ecuador to denote a desmontero. 
i 
Habilitado 
Type of share-farmer encountered in Argentina and certain 
other countries; his contract involves a dependent rela­
tionship and entitles him to a share of the crop with 
or without a fixed cash payment. 
Huasicama 
Form of personal service in Ecuador; the cultivator has 
to serve on the owner's estate or in his town house as 
part of his obligations under the huasipungo system. 
Huasipungo 
Similar to the colonato of Peru and the terraje of 
290 
Colombia ; the cultivator (huasipunguero) works 011 the 
estate in exchange for a wage (usually nominal) and the 
use of a plot of land. 
Inquilino 
In Chile refers to an agricultural labourer who lives 
on the estate and in addition to food and accommodation 
is given a plot of land, sometimes with grazing rights, 
to supplement the wage paid for work carried out on be­
half of his employer. Broadly similar to the peon 
acasillado in Mexico before the Revolution. In the 
Oriente region of Bolivia refers to a tenant who pays 
his rent in kind. 
Interesado 
Regional term used in Argentina; equivalent to habili-
tado. 
Intruso 
Term used in Brazil to designate a squatter. 
Majadero 
Term used in Peru to designate a person who sublets 
natural pasture, paying a nominal sum for the right to 
graze each head of cattle, sheep or swine, and under­
taking in exchange to provide a specified amount of 
personal service during the year. 
Manzana 
Unit of area. In Guatemala equals 6,972.25 square meters 
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and in Costa Rica 6,938.25 square meters. 
Mayeques or Maeques 
Former owners of land conquered by the Aztecs, who con­
tinued to farm the land and retained certain privileges 
which they were allowed to pass on to their descendants. 
Medierfa 
A form of share-farming in which the crop is divided 
equally. This system generally implies greater invest­
ment in equipment and other forms of capital by the 
landowner than under other share-farming arrangements. 
Mejorero 
In Peru broadly similar to the Ecuadorean desmontero. 
Morador 
Squatter in Brazil. 
Mozo 
Used in Guatemala to describe a cultivator who pays for 
the use of his plot of land by performing personal 
services. 
Ocupante 
Squatter in Brazil, Costa Rica, Guatemala, Honduras and 
Uruguay. 
Palladora 
Woman day-labourer whom a Peruvian tenant-labourer is 
required to supply to pick the leaves from the cocoa 
bushes on the estate when he pays his rent in the form 
292 
of services. 
Parasite 
Squatter in Costa Rica. 
Parcerfa 
Brazilian equivalent of aparceria. 
Partidario 
Synonym for share-farmer in the tobacco-growing districts 
of Cuba. In Ecuador and Peru the word sometimes implies 
the performance of personal services. 
Pegujal 
Term used in Colombia and Guatemala to describe the plot 
of land granted to a cultivator (pegujalero) in exchange 
for personal services or tasks which he performs on the 
estate of the owner. 
Peon acasillado 
Term used in Mexico before the Revolution to describe 
an agricultural labourer who lived permanently on the 
estate and in addition to board and lodging was given a 
plot of land, in full or part exchange for the work he 
did on the estate. 
Peon a la rendita 
Regional term used in Argentina meaning habilitado. 
Pongo 
In Bolivia this name used to apply to persons who per­
formed services similar to those performed by the huasi-
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cama in Ecuador. 
Posseiro 
Squatter in Brazil. 
Precarista 
Squatter in Chile and Cuba. 
Propietario en parte 
Farmer in the Bolivian valleys who, because his own 
holding is too small, rents more land for which he pays 
either in cash or in kind or in some other way. 
Puestero 
Regional term used in Argentina meaning habilitado. 
Quinto 
Regional term used in Argentina meaning habilitado. 
Rendeiro 
Arrendatario in Brazil. 
Repartiraiento 
Land given out to the Spaniards at the time of the Con­
quest, together with the Indians living on it. See 
encomienda. 
Roza 
Small holding, often on virgin land. 
Sayana 
Plot of land belonging to the estate which was granted 
to cultivators in the highlands of Bolivia in exchange 
for work or personal service under the colonato system. 
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Sembrador 
Another term used in Ecuador meaning a desmontero. 
Slash-and-burn agriculture 
Primitive method of agriculture based on the use of the 
matchet, the axe and fire. The land is often in virgin 
forest which is chopped down with the axe and cleared 
with the matchet; once the vegetation has dried it is 
burned and the land is then sown. 
Socio 
Regional term used in Peru meaning a camayo. 
Squatter 
Term used in this report to designate squatters who farm 
land which is not their property without coming to any 
arrangement with the landowner or his representative and 
having no legal protection whatever. 
Talaje 
In Chile, the fee a landowner charges for grazing rights 
for other people's cattle. Also the pasture consumed 
by cattle. 
Tambo 
Term used in Argentina and Uruguay for any dairy 
establishment. Covers anything from cowsheds or en­
closures where cows are milked to well-equipped dairy 
farms. 
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Tantero 
Regional term used in Argentina meaning habilitado. 
Terciario 
Variety of share-farming in Cuba and Venezuela. 
Terraje 
In Colombia and El Salvador similar to the colonato in 
Peru and the huasipungo in Ecuador. 
Terrazguero 
A cultivator working under the terraje system. 
Tlamalteca, Tlamaite 
Broadly correspond to the term mayeque. 
Tolerado 
Squatter in Bolivia. 
Turno 
Number of days the yanacona in Peru must work on the 
owner's estate. 
Usufructuario 
Squatter in Panama. 
Vaqueiro 
Livestock share-farmer in Brazil. 
Viviente 
Another term for agregado; used in Colombia. 
Yanacona 
In Peru, particularly in the coastal regions, a culti­
vator who undertakes to work on the estate for wages 
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and at the same time farms a piece of land on a cash-
rental or share-rental basis. 
Yanapero 
Term used in Ecuador to describe an agricultural worker 
who is required to work on a farm for an agreed number 
of days per week or month in exchange for certain bene­
fits he receives from the landowner. These benefits 
usually take the form of the usufruct of pasture and 
upland belonging to the estate or the right to take 
water and wood for the use of his family. 
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APPENDIX B: EXAMPLES OF AGRARIAN STRUCTURAL DEFECTS 
AMONG THE 20 LATIN AMERICAN REPUBLICS 
Table 22. Examples of uncertainty arising from conditions 
of tenure 
Country Extent to which this defect References 
is found 
Argentina Many squatters ; agregados (180, P. 5 )  
Bolivia Many squatters; tolerados (180, P. 6) 
Brazil 85% of rental contracts for short (290, p. 77) 
duration. Many squatters ; pos-
seiros, moradoes, intrusos, ocu­
pantes (10%)  (180, P. 8) 
Chile Squatters; precarios (180, P- 9) 
Colombia Squatters ; colono. In some cases (180, P- 10) 
squatters were encouraged to settle 
on the land that was not in use: 
(a) so landowner could force state 
to buy it and distribute it. (b) 
so squatters would get forest 
cleared and then get evicted by 
the landlord. 
Costa Rica 
Cuba 
Ecuador 
Guatemala 
Panama 
Paraguay 
Peru 
Squatters, parasites, ocupantes 
gratuites, colonos 
Squatters; precaristas. 9% of 
operators owners, 30% of operators 
Many landowners get permanent 
plantings of cacoa, cafe and ba­
nanas by short rentals or "plant­
ings" tenant must then leave. 
Squatters, ocupantes b% 
Squatters, usufructuario 67% 
leases run for only 1 year 
Squatters, 63$ of holdings 
Leases do not require formal lease 
(180, p. 10) 
(180, p. 11) 
(177, p. 91) 
(62, p. 318) 
(180, p. 12) 
(180, p. 14) 
(180, p. 50) 
(180, p. 18) 
(180, p. 51) 
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Table 22. (Continued) 
Country Extent to which this defect is found References 
Uruguay- Squatters, ocupantes 3% (180, P- 16) 
Venezuela Squatters, conuqueros 36$ (180, P- 17) 
Table 23. Examples of high fixed costs to the operator 
Country- Extent to which this defect is found References 
Argentina Short term contracts and tenant must 
build own house 
(313, P« 202: 
Brazil Share rents most common, are half; 
agregado is hardly an operator 
(290, p. 77) 
(296, p. 
383-367) 
Colombia Very high rents exist (331, P* 47) 
Cuba On contrary rents very low, $3 
per ha. 
(269, P. 2) 
Ecuador On the rice lands rental is about 
10 to 15% of the harvest, the owner 
furnishing nothing but the land (62, ; P* 318) 
Guatemala Rents fixed by law in 1954 to 5% of 
yield (331, P* 47) 
Nicaragua Rentals exist which are 8 x those 
permitted by law (not enforced) (331, P* 48) 
Peru Rent control law of 1947% makes 
rent permitted only to 6% of value 
of property 
(331, P- 48) 
Table 24. Example of non-contiguous tracts 
Country- Extent to which this defect is found Reference 
Mexico Problems of ejido parcels make some 
non-contiguous tracts 
(103, P-1^6) 
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Table 25. Examples of undersized'holdings 
Country Extent to which this defect is found References 
Brazil 21.76$ of holdings under 5 hectareas 
Chile 43.4% all holdings under 5 ha. 
Colombia Fragmentation a problem (in 
Boyaca area) 
Ecuador 77# of holdings under 5 ha. 
Guatemala 
Haiti 
Mexico 
Panama 
Paraguay 
•% of holdings under 3*5 ha. 
One of gravest defects 
Many of individual parcels on 
ejidos are too small 
52% of holdings under 5 ha. 
2/3 of the 95)000 farmers had less 
than 7i ha. in 1942. 19,225 had 
less than 1 ha. 
(290, p. 75) 
(330, p. 42) 
(99) 
(330, p. 185) 
(62, p. 315) 
(180, p. 34) 
(330, p. 199) 
(103, p.157) 
(330, p. 45) 
(251, p. 119) 
(270, p. 4) 
Uruguay 34.4% of units under 5 ha. (211, p. 11) 
Table 26. Examples of lower uses of land arising from the 
pattern of ownership 
Country Extent to which this defect is found References 
Argentina 
Bolivia 
Brazil 
Chile 
Average size of estate in Buenos 
Aires Province in 1942 - 49,000 
acres 1 
Very large areas in large holdings 
uncultivated 
7 holdings of over half million 
acres each. Speculation in public 
lands one source of big holdings 
Large part of huge holdings, ex-
(376, p. 244) 
(353, p. 5) 
(296, p. 422) 
(296, p. 445) 
(13, p. 3) 
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Table 26. (Continued) 
Country Extent to which this defect is found References 
Colombia 
Cuba 
Ecuador 
Nicaragua 
Paraguay 
Peru 
Uruguay 
Venezuela 
eellent land, are not cultivated nor 
are in extensive agri. 
Small farms pushed to mountain 
slopes 
$ of farm land tillable, only 20% 
now tilled. Land without men and 
men without land. 
80% of one province in hands of 
705 persons 
Few large owners live on land, hold 
farms for speculative or investment 
purposes 
25 large landowners own 13,115,831 
ha (lA of entire nation) 
Estates amount to 15 million ha but 
only 1.5 million are cultivated 
1 million people of the total 2.4 
million live in capital city, only 
15% in agriculture 
Grazing on fertile lands, cultiva­
tion on mt. slopes 
(326, p. 20) 
(133, p. 301) 
(321, p. 124) 
(62, p. 315) 
(176, p. 310) 
(270, p. 5) 
(117, p. 355) 
(211, P. 2) 
(326, p. 20) 
(371, p. 152) 
Table 27. Examples of size of holdings imeconomically large 
Country Extent to which this defect is found References 
Argentina 
Bolivia 
Brazil 
85% of privately held land in estates (326, p. 10) 
over 1250 acres (33°, P» 37) 
Serious 
Almost half of land in estates of 
over 2500 acres 
(330, p. 37) 
(326, p. 12) 
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Table 27. (Continued) 
Country Extent to which this defect is found References 
Chile Serious, 1400 landowners hold 60$ of 
agri. area 
(330, p. 
(13, p. 
Colombia 64$ farm area in farms over 100 ha. (335, P- 147) 
Costa Rica About 7$ of farms have 45$ of land (239, p. 376) 
Cuba Serious; 894 units of more than 
2500 acres each comprise over 36$ 
of all farm land 
(330, 
(177, 
P. 
p. 
37) 
90) 
Dom. Rep. Serious (330, P- 37) 
Ecuador Serious (330, P- 37) 
Guatemala Only 7*3$ of population own land (189, P- 176) 
Honduras Serious (330* P. 37) 
Panama Serious (330, P' 37) 
Paraguay 25 holdings, are 1/4 of nation's 
"medium holdings" - 1/3 of nation 
(270, P- 5) 
Peru Enormous holdings exist in 3 regions 
CM 
P» 9) 
Uruguay 85'7% of holdings over 100 ha in 
size 
(211, P- 11) 
Venezuela In 1936, 5$ of people owned 90$ 
of land 
(165) 
(307, P- 8) 
Table 28. Examples of lack of secure titles to 
water rights 
land and 
Country Extent to which this defect is found References 
Argentina Land titles very difficult to obtain (313, P- 172) 
Bolivia Serious (326, P- 25) 
Brazil Serious, only existing record is (330, P- 209) 
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Table 28. (Continued) 
Country Extent to which this defect is found References 
Colombia 
Cuba 
Ecuador 
Haiti 
Mexico 
Paraguay 
Peru 
Uruguay 
Venezuela 
register of cultivators and stock 
farmers 
Serious 
No cadastral survey, titles dif­
ficult to secure on small tracts 
(326, p. 25) 
(238, ch.VI) 
% of administrative work of Dept. (179, p. 91) 
of Idle Lands consists of settling 
disputes between occupants and 
owners because the law of 1936 said 
holdings under 50 ha need not be 
surveyed 
Very serious 
Absence of title registration has 
not permitted giving full security 
to new owners 
In 194-2-1+3 only 22% of farms had 
titles to property 
In some cases disputes over land 
cost 8 to 10 times value of land 
Laws have not provided for sub­
division of land 
Serious 
(326, p. 25) 
(330, p. 207) 
(251, p. 119) 
(254, p. 10) 
(211, p. 3) 
(326, p. 25) 
Table 29. Examples of high fixed costs of operating capital 
Country Extent to which this defect is found References 
Bolivia Bolivian agriculture cannot develop (353, p. 56) 
without agricultural credit system 
Brazil Need for credit facilities is one of (326, p= 39) 
the most pressing needs of small (166, p. 92) 
farmer; very few of farmers in north-
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Table 29. (Continued) 
Country Extent to which this defect is found References 
east Brazil had any tools but a hoe 
and machete 
Chile Small farmer receives less favorable 
treatment for credit 
(330, P- 22) 
Colombia Colombia credit system not suited 
for small farmers 
(133, P- 302) 
Cuba No credit except for sugar and 
tobacco. A great deal of extortion 
by small merchants advancing credit 
(177, 
(180, 
P-
P« 
95) 
94) 
Mexico Credit cost 30 to 37$ interest per 
year for cotton area, 50 to 70$ for 
corn area 
(142, P- 232) 
Nicaragua Short term credit interest rates from 
18 to 60$ a year (176, p. xxxi) 
Paraguay The small farmers had no basis for 
getting loans ; in 1942 only 1/3 had 
(251, 
(270, 
P« 
P-
122) 
3) 
borrowed money. 71.8$ of farms had 
no steel plows ; 45.3$ no implements 
of any kind 
Table 30. Examples of high fixed costs to the owner 
Country Extent to which this defect is found References 
Argentina Land values excessive to earning 
capacity 
Peru Serious problem is high price of 
land compared to productivity 
(313, p. 206) 
(117, p. 392) 
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Table 31* Example of lack of legal machinery adapted to 
agrarian defect problems 
Country Extent to which this defect is found References 
Brazil Ho laws governing rural contracts (290, p. 78) 
Table 32. Lack of knowledge 
Country % children Extent to which this 
school age defect is found 
not in 
school3 
References 
Argentina 21 
Bolivia 
Brazil 
Chile 
Colombia 
Cuba 
Dom. Rep. 
Ecuador 
El 
Salvador 
Guatemala 
Honduras 
73 
67 
42 
68 
50 
51 
66 
76 
77 
77 
Extension work very limited (313, p. 377) 
from provincial ministry. (313, P» 379) 
General farm journal large­
ly unknown 
Extremely difficult to 
reach Indians 
(11, p. 4) 
One rural educator says (296, pp. 
some rural communities not 365-369) 
ready for a school 
Extension service very 
feeble 
Extremely difficult to 
reach Indians in isolated 
communities 
(238, p. 253) 
(11, p. 4) 
Data from (177, p> 4ll). 
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Table 32. (Continued) 
Country % children Extent to which this References 
school age defect is found 
not in 
school 
About 56$ of Mexican (360, p. l) 
population literate in 
1950 
67 
37 
54 Extremely difficult to (11, p. 4) 
reach Indians 
60 
Mexico 
Nicaragua 
Panama 
Peru 
Venezuela 
Table 33* Examples of occupational immobilities 
Country Countries 
where some 
form of 
colonato 
exists^ 
Extent to which this 
defect is found 
References 
Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
x 
x 
x 
Very hard to know who is 
farm and who non-farm 
Patron-tenant relation 
where land rent is paid 
for by weekly work on 
estate 
More mobility than in 
other countries 
Ibid, Bolivia 
(313, ch. 5) 
(326, p. 18) 
(296, p. 314) 
(326, p. 18) 
aData from (130). 
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Table 33* (Continued) 
Country- Countries 
where some 
form of 
colonato 
exists 
Extent to which this 
defect is found 
References 
Dom. Rep. 
Ecuador 
x 
X 
El Salvador 
"Huasipunguero" works for (62, p. 316) 
estate to pay rent on his 
land. Only in very ex­
ceptional circumstances do 
huasipungueros ever free 
themselves from this semi-
slave system 
Colonato gets land but 
works for coffee planta­
tion 
(180, p. 16) 
Guatemala 
Honduras 
Mexico 
Peru 
x 
x 
x 
Ibid Bolivia, is called (326, p. 18) 
"pegujal (180, p. 12) 
Ejidos tie the person to (103, p. 156) 
the land, many remnants (282, p. 36) 
still of peon arrangements 
Ibid Bolivia (colonato) (326, p. 18) 
(180, p. 14) 
Table 34. Examples of limited opportunity for intensive 
part-time farms 
Country Extent to which this References 
defect is found 
Argentina 452,000 farms in 1937, (376. pp. 88, 
1,194,000 adult males employed 265) 
Bolivia Indians exploited, conditions of (73, p« 313) 
virtual slavery 
Brazil Somewhat more chances in Brazil (296, p. 383) 
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Table 35- Examples of low wage levels for agricultural 
workers 
Country Extent to which this defect is found References 
Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
Cuba 
Ecuador 
Mexico 
Peru 
Uruguay 
"Rural wages so low that men are (376, p. 78) 
forced into Celibacy." Agricul­
tural wages 40 to 60 pesos a month 
($2.00 to #3.00)* 
Research for an estate showed own- (116) 
ers got 3/4 income ; 564 rural 
families got 1/4 
Some agri. workers on large planta- (211, p. 270) 
tions are paid as little as $.10* 
per day, often not in cash but in 
rice and beans 
75% of the 550,000 active farmers 
work for wages or share crop; 
social legislation does not cover 
them. 60% of the income to 3,546 
"inquilinos" in a special survey, 
was for perquisites such as housing, 
pasture, etc. 
Rural population is 75% but re­
ceives only 30$ of income 
Does have agri. minimum wages of 
$1.60* a day (1944) 
In reality the huasipunguero re­
ceives less than 1/3 of the pre­
vailing wage for a peon 
Total cash wages averaged less than 
$3.00* per year. Wages 
average $.50* a day 
1944 average daily wage, cane 
farms 2.53 soles 
(13, p. 2) 
(180, p. 64) 
(133, p. 276) 
(238, p. 202) 
(62, p. 316) 
(142, p. 166) 
(360, p. 1) 
(117, p. 384) 
People move to cities because of (211, p. 3) 
deplorable rural living conditions 
* 
United States dollars. 
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Table 34. (Continued) 
Country- Extent to which this defect is found References 
Chile 
Cuba 
Mexico 
Paraguay-
Peru 
Uruguay-
Venezuela 
for subsistence agriculture 
1930 census showed 70% farm laborers 
without land (180, 
Total farms, including subsistence (238, 
l60,000; total farm laborers (269, 
829,668. The sugar plantation own­
ers and cattle ranchers tradition­
ally have preferred to have most of 
their laborers live in town where 
they would be available when re­
quired and out of the way when not 
needed. (By Senator Joaquin 
Martinez Sainz) 
p-
p< 
27) 
164) 
3) 
(63, pi 
247-24? ) 7, 
23$ of laborers in agriculture have (142, p. 128) 
no land. Half of all people in (380, p. 259) 
agriculture are laborers 
1 million workers in agri. but only (270, pp. 1 
95,000 farm units (540,873 on and 3) 
farms) 
A great number of Indian families 
with little or no land 
360,000 agri. workers but only 
137,424 total holdings 
218,496 farm units 
(254. 9) 
(211, p. 11) 
(307, p. 8) 
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Table 36. Examples of low housing, levels of rural people 
Country Extent to which this defect is found References 
Argentina Housing deplorable, mud walls and 
floors, mud houses due to tenancy 
laws 
(180, p. 
(313, PP 
202-203) 
97) 
Bolivia Housing single rooms, adobe walls, 
99% of rural people in Oriente 
with parasites 
(180, pp 
98, 103) 
• 
Brazil Pan-a-pique similar to bohio for 
housing 
(180, P* 99) 
Chile Density per room in rural home 6.3 
persons. Rural wages 1/3 urban 
wages 
(180, 
(13, 
P* 
P. 
99) 
2) 
Cuba Housing usually "bohio", palm 
thatched roof, palm slab siding, 
dirt floor ; water a problem 
(180, 
(238, 
P-
P-
100) 
250) 
Ecuador Dirt floor homes, no windows (180, P* 100) 
Mexico b0% of Mexican population live in 
one room huts, 56% live in homes 
without drinking water. In the 
state of Oaxaca, only 10$ of the 
li million inhabitants use shoes 
(380, 
(380, 
(219, 
P* 
P-
P* 
286) 
292) 
370) 
Panama 2/3 rural homes of straw walls and 
dirt floors 
(180, P- 101) 
Paraguay 70$ of rural housing a simple 
rancho 
(180, P- 102) 
Peru Housing, single room huts, adobe 
walls 
(180, P. 98) 
Venezuela Poverty of rural homes indescrib- (72, P- 40) 
able, no sanitary facilities of 
any kind 
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Table 37* Examples of low health and nutrition levels of 
rural people3 
Country 1953 mortality 
from all infec 
tious and para 
sitic diseases 
per 100,000 
Inhabitants Life expectancy 
per hospital at birth, male in 
- bed1 years' 
Argentina 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Cuba 
Dom. Rep. 
Ecuador 
El Salvador 
Guatemala 
Haiti 
Honduras 
Mexico 
Nicaragua 
114 
167 
182 
160 
480 
185 
380 
135 
300 
390 
480 
660 
1500 
750 
875 
510 
56.9 (1947) 
49.7 (1950) 
39.3 (1940-1950) 
49.8 (1952) 
46.3 (I950)d 
54.6 (1950) 
49.9 (1950) 
36.5 (1950)d 
32.6 (1950) 
38.9 (1950)d 
"Data from (350, p. 29). 
^Data for different years, 1950 to 1955. 
°Data from (323» Table 24). 
dData from (350, p. 29) both sexes. 
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Table 37» (Continued) 
Country 1953 mortality Inhabitants Life expectancy 
from all infec­ per hospital at birth, male in 
tious and para­ bed years 
sitic diseases 
ner 100,000 
Panama 615 60.4 (1952-54) 
Peru 500 39.0 (1940) 
Uruguay 175 
Venezuela 395 
USA 21 68.7 (1950)d 
Denmark 18 69.04 (I950)d 
Table 38. Examples of population pressure 
Country Crude birth Country Crude birth 
rate 1955a rate 1955a 
Argentina 24.0 Guatemala 48.8 
Bolivia13 29.3 Honduras 43.1 
Brazil0 - Mexico13 46.4 
Chile 35. Nicaragua 37-4 
Colombia 40.4 Panama 40.0 
Costa Rica 40.3 Paraguay 49.0 (1950) 
Cuba 25.1 (1952) Peru13 29.5 
Dom. Rep. 41.6 Uruguay 12.2 
Ecuador13 45.2 Venezuela 47.2 
El Salvador 47.9 
aData from (323, Table 6). 
^Demographic pressure especially high among Indians 
(111, p. 1). 
cData from (259)• 
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Table 39» Examples of immobility of technology 
Country Extent to which this defect is found References 
Argentina Agriculture is very extensive, could (313, P« 207) 
produce much more on intensive basis 
Brazil Entrepreneur lives, usually, far from (296, p. 316) 
farm, therefore his use of technology 
seriously handicapped 
Cuba Technology tied to sugar operations (177, p. 95) 
Haiti Technology of horticulture is (396, p. 66) 
ignored 
Table 40. Examples of immobility of capital 
Country Extent to which this defect is found References 
Bolivia Banco Agricola is in capital city, 
does not reach rural areas 
Colombia Commercial credit structure un­
favorable to agriculture 
Cuba Capital movement hampered because 
it becomes a one way flow in, but 
not out, and capital tied to sugar 
Mexico Agriculture earned 15.8% on capital 
in 194-9, but little was invested 
(353, p. 56) 
(133, P- 302) 
(6, p. 199) 
(177, p. 95) 
(142, pp. 
207 and 218) 
Table 4l. Examples of capital leakages that hamper internal 
demand elasticities 
Country Extent to which this defect is found References 
Argentina Few investment opportunities other (313, p. 206) 
than land, land values get inflated 
Bolivia $19 million net balance by Bolivian (101) 
residents in U.S.A. in 1957 
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Table 4l. (Continued) 
Country Extent to which this defect is found References 
Brazil 
Chile 
Colombia 
Costa Rica 
Cuba 
Dom. Rep. 
El Salvador 
Guatemala 
Mexico 
Panama 
Venezuela 
In 1947, 60$ savings went into con­
struction 
In 1947-49, 27$ of domestic invest­
ment in luxury buildings 
Over $101 million in U.S. banks, 
Nov. 1, 1957 
Most savings go for housing, 
consumers goods or hoarding 
40% of total gross private savings 
1947-49 used for foreign assets 
Over $40 million (net) for resi­
dents in U.S. banks Nov. 1, 1957 
Over $20 million (net) for resi­
dents in U.S. banks Nov. 1, 1957 
Guatemalan citizens held $14 mil­
lion in U.S. banks in 1950 
Net short term holdings Mexican 
residents in U.S. in 1949 was 
$94.7 millions 
Over $124 million (net) for resi­
dents in U.S. banks Nov. 1, 1957 
Over $700 million (net) on deposit 
in U.S. banks by Venezuelan resi­
dents Nov. 1, 1957 
(52, p. 164) 
(52, p. 164) 
(101) 
(52, p. 165) 
(177, p. 518) 
(101) 
(101) 
(175, p. 278) 
(70, p. 354) 
(101) 
(101) 
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Table 42. Examples of inadequate opportunities for invest­
ment for rural people 
Country Extent to which this defect is found References 
Argentina 
Bolivia 
Brazil 
Mexico 
Note problem of rural tenant, does (313, P« 202) 
not wish to invest in housing as he 
may lose it all at end of lease 
Single fiesta may cost $300 
Peasants in lowland may spend 
2,000 cruzeiros on feast (30 U.S. 
Ejido members can hardly make im­
provements on parcels 
(341, p. l4l) 
(341, p. 142) 
(103, p. 156) 
Table 43. Examples of lack of roads, schools, and other 
commun!ca tions 
Country Extent to which this defect is found References 
Argentina 
Brazil 
Cuba 
Paraguay 
Peru 
Horseback is prevalent rural trans­
portation; very few telephones, no 
R.F.D., few roads 
Rural areas still in horse and 
buggy stage, not many roads or 
telephones in interior 
Lack of roads serious; 250 out of 
742 rural families said this was 
greatest need in rural Cuba 
One of greatest defects is lack of 
transportation (is land-locked, 
1000 mi. by river from Buenos 
Aires) 
1945 were 4,279 km. of R.R. and 
2,726 km. paved roads 
(313, p. 264) 
(313, p. 261) 
(296, p. 518) 
(177, p. 95) 
(238, p. 249) 
(290, p. 146) 
(153, p. 392) 
(114, p. 359) 
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Table 44. Example of lack of large scale capital improve­
ments such as clearing and irrigation 
Country Extent to which this defect is found Reference 
Brazil Colonization problems (290, p. 78) 
Table 45. Examples of serious soil depletion 
Country Extent to which this defect is found References 
Bolivia 
Brazil 
Colombia 
Costa Rica 
Cuba 
El Salvador 
Mexico 
Nicaragua 
Venezuela 
Serious erosion 
Serious erosion. Arable area over-
cultivated. "Fire agriculture 
big problem 
Intensive agriculture on steep 
slopes, forests and cattle ranges 
on level plains 
Very serious 
More serious than Cubans realize 
Very serious 
Mexican soil specialists estimate 
that 12$ of plains and 30$ of 
steep lands have been made un­
productive by erosion 
Serious, due to mechanization 
Extremely serious 
(353, p. 53) 
(177, p. 37) 
330, p. 37) 
(296, ch.Ill) 
(34, p. 3) 
(369) 
(177, p. 102) 
(370) 
(176, p. 39) 
(176, p. 39) 
(371) 
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Table 46. Examples of Inadequate regional employment op­
portunities 
Country Extent to which this defect is found References 
Brazil (On contrary, land has a labor (296, p. 386) 
shortage) 
Cuba One of country's serious problems (177» p. 55) 
Mexico 416,833 workers entered U.S.A. in (360, p. l) 
1956 
Table 47. Examples of adverse affects of price level 
activities on rural people 
Country Extent to which this defect is found References 
Bolivia "A basic condition for agriculture (353 > P* 55) 
is an appropriate price policy" 
Cuba Ceiling prices discriminate against (177, p. 96) 
agriculture 
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APPENDIX C: METHODS AND DATA USED IN SPECIFIC CALCULATIONS 
(A) The calculation of the Spearman correlation has been 
illustrated in the main text. It is based on the difference 
of the two rankings. The basic formula is (298, p. 190): 
r „ = l -
s n(n2 - 1) 
(B) The calculation of the sample correlation coef­
ficient by the method of least squares follows the formula 
(298, p. 162): 
3L=1' =2 
r = 
aJ ( Zx^x^-xg) 
(C) The regression coefficient of Y on X is by the 
formula (298, p. 158): 
b = ^  
<£x2 
(D) The "t" test for testing the null hypothesis that 
JU, 1 - JU2 is by the formula (298, p. 85)' 
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Table 48. Economic and social variables used in the calcula­
tions of correlation coefficients 
Country Total Per Per Demo­ Literacy 
population capita capita cratic in popu­
lation13 (thousands) capital exports tenden-
195QC forma­ cies" 
tion6 
Argentina 15,893 (1947) 46.6 63.9 5.1 77 
Bolivia 2,704 3.9 31 
Brazil 51,976 
(1952) 
30.2 -14.1 6.5 49 
Chile 5,933 
11,548 
21.1 18.9 7.3 81 
Colombia (1951) 10.5 -12.1 5.2 62 
Costa Rica 801 26.1 2.9 7.7 89 . 
Cuba 5,829 (1953) 22.3 84.9 5.1 76 
Dom. Rep. 2,136 1.9 - 43 
Ecuador 3,203 -16.1 5.0 56 
El Salvador 2,150 (1947) 16.3 -16.I 4.7 42 
Guatemala 2,791 11.8 -19.I 4.0 30 
Haiti 3,097 -27.I 3-7 21 
Honduras 1,368 -23.I 4.3 34 
Mexico 25,791 18.5 -19.I 6.8 48 
Nicaragua 1 184 (1946) - -23.I 3.4 38 
Panama 805 -18.1 5.0 72 
Paraguay 1,341 (1940) 
-I6.I - 68 
Peru 6,208 29.3 -12.1 3.8 43 
Uruguay 2,365 (1947) 38.9 8 . 5  85 
Venezuela 5,035 - - 49 
aTotal exports in 1948 (351b, Table 149) divided by 1950 
total population. 
^Reference 351a, Table 180. 
cFrom U.N. Statistical Yearbook. Reference 351a, Table 
1. (Some of the data are for years other than 1950.) 
^Reference 110. This is based upon a survey of evalua­
tions of democratic tendencies by 20 international authori­
ties on Latin American affairs. This is total score coded 
in two decimal places, i.e. 5*1 represents 510. 
eGross domestic capital formation in International Units 
(68, p. 596) divided by 1950 total population. 
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Table 49. Private consumption figure, for selected Latin 
American countries (% distribution of personal 
income)3 
Food Tobacco, 
beverages 
(alcoholic) 
Cloth­
ing 
Rent, 
fuel, 
lights 
Health 
Chile (1954) 39 9 20 13 3 
Ecuador (1955) 48 9 15 10 
Honduras (1955) 50 11 11 11 
Panama (1954) 44 8 7 23 
U.S.A. (1956) 27 6 9 12 6 
U.K. (1956) 32 15 12 8 
aData from (351a, p. 49). 
